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Honesty and Policy 


M R JUSTICE LYNSKEY and his two colleagues deserve high 

praise for the manner in which they conducted what will long be 
known as “ The Tribunal.” They deserve no less commendation for 
the manner in which they have presented their report, for it unravels with 
judicial wisdom and clarity one of the most tangled stories in the history 
of official scandals. The report is generous to those whom it exonerates, 
and severe on those whom it condemns. No fair-minded citizen can read 
it without feeling that substantial justice has been done. 7 

The Tribunal finds that Mr John Belcher, M.P., until recently Parlia- 
mentary Secretary to the Board of Trade, received gifts of wine and 
spirits from a distiller knowing that they were intended to secure favour- 
able treatment in the matter of import licences; and that he did? in 
return, imtervene to secure the grant of the import licences. It also finds 
that Mr Belcher admitted the egregious Mr Sydney Stanley to his friend- 
ship and received gifts and hospitality (though not money) from him, 
knowing that Stanley was concerned as an agent for business interests 
in securing preferential treatmentfrom the Board of Trade; Mr Belcher’s 
obligation to Stanley secured his assistance in three decisions affecting 
businesses in which Stanley was interested. 

If Mr Belcher emerges as.a man led into indiscretion by unwise friend- 
ships and injudicious acceptance of benefactions from unsavoury business 
contacts, the condemnation of Mr George Gibson is more severe. Mr 
Gibson, an honoured figure in the trade union movement and a former 
president of its Congress, has this week been wise enough to resign 
from the chairmanship of the North Western Electricity Board, having 
given up his directorship of the Bank of England after his evidence had 
been heard by the Tribunal. He too was the victim of “the Stanley 
approach.” The Tribunal is satisfied that Stanley offered him the chair- 
manship of a proposed new company in Manchester in order 

to induce Mr Gibson as a public servant to assist in obtaining from the 

Treasury upon the recommendation of the Capital Issues Committee. per- 

mission for a public issue of the shares of the new company and that Mr 

Gibson realised the reason for this offer. Although for other reasons he 

refused the offer, Mr Gibson continued to assist Mr Stanley.... We are 

satisfied that Mr Gibson did this in the hope of material advantage to himself 

although in fact all that he received apart from some trivial gifts was the 

present of a suit of clothes. 
The Tribunal found that there was no truth in the allegations against 
any of the other Ministers or Civil Servants whose names were involved in 
Stanley’s fantastic story. Mr Charles Key, the Minister of Works, whose 
activities came, next to those of Mr Belcher and Mr Gibson, under the 
closest scrutiny, is absolved, although since he was intimate with Stanley 
(though not influenced by him) it is permissible for a newspaper, if not 
for the Tribunal, to say that he was indiscreet in the company he kept, and 
perhaps fortunate to have escaped any closer entanglements with it. 

It is a testimony to the wisdom and skill of the Tribunal that the 
three main dangers of this method of investigation were minimised, if 
not wholly avoided. In the first place, an investigation of this kind 
might have prejudiced those against whom. allegations were made-— 
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in this case Ministers and civil servants—simply because 
they enjoyed no protection under rules of evidence 
which have been evolved down the centuries and, having no 
specific charge to answer, could present no case in their defence, 
In the second place, it was likely to prejudice some witnesses 
who were not directly subject to the inquiry. Several of the 
business men who were involved did not emerge as illustrious 
public figures. These devious individuals are capable of pro- 
tecting their own interests in their own peculiar way. But it 
is worth reflecting that some of the dubious actions exposed by 
the Tribunal would have involved any newspaper which might 
have uncovered them to an action for libel. The Tribunal 
explicitly refrains from any comment on the actions of private 
individuals, but the nature of such an inquiry inevitably raises 
suspicions in the public mind against people to whose defence 
the Tribunal cannot, by its terms of reference, give a hearing. 
Such misgivings are not merely charitable; they raise an 
important point of principle. Finally, investigation by tribunal 
may, because of the general airing in public of charges, true and 
untrue, create such prejudice that it becomes impossible to 
prosecute anyone against whom a prima facie case has been made 
out. These dangers were apparent at the beginning. But Mr 
Justice Lynskey and his two learned colleagues, by their conduct 
of the inquiry and by the judicial conclusions of their report, 
have mitigated their effect. They have, in particular, offered no 
comment on figures in the inquiry other than Ministers and 
public servants, beyond observing, with measured restraint, that 
“ Mr. Stanley is a man who will make any statement, whether 


true or untrue, if he thinks that it is to his own advantage 
to do so.” 


* 


What are the main lessons of the Lynskey Report? First, 
the nation can congratulate itself thatethe searching light 
which the Tribunal turned upon the actions of ministers and 
government servants revealed so very littl. A few minor 
misdirections of government authority were proved—an unjusti- 
fied hotel annexe here, some sherry casks there—but these 
were misappropriations far too slight to affect the national 
economy. On the other side, the proffered inducements never 
transcended the petty level of suits, sausages, sherry and suppers. 
It is, indeed, an extraordinary fact—worthy perhaps of a 
separate psychological study of its own—that public men should 
have been induced to risk their reputations for such apparently 
paliry rewards. The affair is not even a miserable parody 
of the misfeasance of Warren Hastings, or the Teapot Dome 
scandal, or the Stayisky case. It would be very easy for people 
in Britain today to be too smug about their standards of public 
honesty, but it is satisfactory that such a terrifying sledge- 
hammer should have found nothing better to crack than a 
small and maggoty nut. 

In the second place, it is especially satisfying that the Tribunal 
exonerated all the civil servants concerned. The Civil Service 
in the past ten years has risen to the tremendous demands which 
have been made not only upon its industry and ability, but also 
upon its honesty, in a way which deserves high praise. Oppor- 
tunities for malpractice, which occur almost daily in the life of 
a civil servant, in any of the supply departments can only be 
resisted by a tradition which recognises a single standard of 
absolute incorruptibility. Although the growth of centralised 
government has diluted the service that tradition remains as 
strong as ever in the main offices of the great departments. 

Thirdly, several important lessons emerge from the report 
which the Government and all who are concerned with the 
future of the Labour movement would do well to ponder. The 
first is the urgent necessity of overhauling the machinery of 
government. Foolish men have been found in high places 
before now, but the kind of temptation to which Mr Belcher 
and Mr Gibson succumbed is a by-product of our times. Con- 
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trols, licensing, government supervision of the details of indus. 
trial policy and expansion—all these are still largely yp 
avoidable. But they create relations between the G 

and industry in which relatively junior civil servants 
Ministers control the disposition of economic resources worth 
many times their life’s earnings. Inevitably, the business 
whether he seeks an undeserved advantage over his competi 
or is honestly anxious to get on with the job of production, 
is a powerful supplicant. And because he cannot know 
detail of the working of the governmental machine, he igs 

to use the services of a “contact man” who does. B 
the contact man is condemned out of hand, it is well to remem. 
ber that he is merely the product of adaptation and specialis:. 
tion to a particular economic environment. He will disappear, 
and the temptations of office will be reduced, only whep 
controls are reduced and simplified. 

Again, the intense interest which followed the hearings of 
the Tribunal was not due entirely to the antics of the colourfy 
Mr Stanley or to a vulgar greed for public scandal. It also 
reflected a deeper malaise in the public mind and a growing 
divergence between “the people” and “the Government” 
For ten years, Britain has been directed by one of the 
tightest systems of civil administration ever devised. The result 
has been to intensify the division between “ we ” and “ they” 
and to create inordinate satisfaction when one of “ them” js 
proved to be fallible. The values which preserve society itself 
are held too lightly, not only by those who are proved corrupt 
ible, but also by the ordinary citizen. The deduction that he 
draws from the Tribunal is not that Labour politicians are 
especially dishonest, but that all politicians are dishonest. The 
respect for leadership irrespective of political colour, 
which used to be such a strong British characteristic, has sadly 
depreciated. It will only recover when politicians learn that 
character in high places alone elicits a sense of unity between 
governors and governed. 

Finally, the Tribunal raises in a most acute form a question 
which the Labour Party has been loth to face. Both Mr 
Belcher and Mr Gibson fell because they could not recognise 
the difference between scrupulous and blameworthy action 
Both were men with long records of political and public service, 
but they proved themselves unfitted for the responsible positions 
which they attained. One of the reasons why they were ap 
pointed to high office was that a Labour Government has felt 
itself under a direct obligation to reward loyal service in the 
trade unions. But the plain truth is that there is nothing m 
the training of a trade unionist, any more than in that of any 
other profession, which inevitably fits a man for high office. 
Only exceptional men of any background and only exceptional 
trade unionists, should be eligible. There are still too many 
second and third rate men in government and it is no accident 
that many of them are elderly trade unionists. In several of 
his recent appointments Mr Attlee has sought to overcome this 
weakness. But the Labour Party as a whole must reflect that 
unless it throws up a higher level of ability it will deserve to be 
cast into the political wilderness. .The British people demand 
not merely good intentions but energy and capacity in goveft 
ment. They put Labour in power in 1945 as a judgment upon 
the ability of prewar Tory governments. 

The Tribunal has reminded the nation that the standard of 
honesty in British public life remains high. But it has also 
revealed that the standard of ordinary judgment and discretion 
among politicians can sometimes be distressingly low. The 
most obvious reason is that most of the men of all classes and 
political opinions who would in the ordinary course now be 
leading and moulding the opinions of the country, lie buried on 
the Marne and Somme. The nation is impoverished in its 


leadership by the wars. That makes the task of getting good 
men to enter politics—and not merely of keeping bad men out— 
one of the most crucial of our time. 
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Truman Sets the Sights. 


INCE the war it has grown steadily more apparent that the 
S only real question facing the western world is whether or 
not the United States will take over in this century the role 
occupied by Britain in the last. Admittedly the dice have 
appeared to be heavily loaded against any such development. 
The American economy in its wealth and self-sufficiency has 
undergone few of the internal pressures which sent British 
merchants and industrialists round the world and built pros- 
perity—and an empire—in their wake. Nor is’ the task as 
simple as it was when the British took itup. Native nationalism 
has grown in force, standards of living and of welfare have ad- 
vanced, the expectations of under-privileged peoples everywhere 
have been magnified by the standards achieved in more pros- 
perous countries, Above all, there exists in Communism a poli- 
tical force to makes these aspirations articulate and in Russia a 
single-minded and fanatical rival for world leadership. 

In spite of this daunting background, the record of the United 
States in the last two years has been one of steady progress 
towards greater international responsibility. Mr Truman’s 
inaugural speech which, for the first time in America’s history, 
was devoted entirely to the role of the United States in world 
affairs, mapped out three of the stages already accomplished in 
America’s growth towards leadership and outlined a fourth 
which, potentially, goes further than all three put together. His 
first—pledging support to the United Nations—means little in 
the present state of Great Power relations, but is important 
historically in that it harks back to the United States” first con- 
sidered step away from isolationism—at Dumbarton Oaks in 
1944. The second and third—the completion of the Marshall 
Plan and the framing of an Atlantic defence pact—were not 
discussed at length by the President. Presumably he feels that 
their broad principles are now accepted. It would, however, 
be unwise on this side of the Atlantic to underestimate their 
gravity or to consider them comfortably “ in the bag.” A great 
effort, both in Europe and the United States, is necessary before 
they can fulfil their great objective—that of underpinning the 
economic stability and the military security of the western 
world. Yet both measures can be regarded as being, in a sense, 
short term expedients. The great significance of President 
Truman’s fourth point is that for the first time it sets before 
the American people a long term objective for foreign policy in 
terms of America’s own effort, responsibility and leadership, and 
that this objective is literally world-wide in its scope. 

“The initiative,” the President declared on January 2oth, 
“is ours.” Half the people of the world live in a backwardness 
and poverty which is a threat both to them and to their neigh- 
bours. Yet in modern industry and science lie the means of 


relieving their suffering. ‘The United States, “ predominant in 
scientific and industrial techniques,” must take the lead in help- 
ing the free peoples of the world to raise their standards, in 
part by material assistance—although its scale is imevitably 
limited—in part by pooling its technological resources and join- 
ing other peoples in a “ technical enterprise ” to “lighten the 
burdens ” of the needy nations. This, in outline, is the Presi- 
dent’s revolutionary proposal. Whatever detailed examina- 
tion or criticism may have to be made when it is “ spelled out,” 
one thing is already clear: it shows a readiness for responsi- 
bility and a preparedness for action on a scale hitherto unknown 
in American foreign policy. The United States accepts 
the need to succeed Britain in the heavy task of leader- 
ship in the free world. It is ready for the long haul. 

There will be no disposition in the free world to quarrel with 
the President’s initiative. On the contrary, the liberal vision 
which inspired his inaugural speech has put new courage into 
doubtful minds and flagging spirits everywhere. But a policy 
so fateful for the rest of mankind must of necessity be very 
carefully considered, and the nations at present most closely 
concerned in the unfolding of American policy—the nineteca 
of the Marshall Plan—have a direct interest on two scores. 
The first is the problem of continuity—is the President’s new 
programme conceived as a continuation and completion of the 
Marshall Plan, or has the relationship between the two policies 
still to be worked out ? The second is the problem of stability 
—will the President’s “ fair deal for the world” prove to be a 
policy only for the day after tomorrow ? or will it in fact last 
out the century in which it has been announced? 


* 


It is clear that in any realistic plan for combating the world’s 
material evils of poverty, ill health and economic stagnation, the 
restoration of the European economy holds pride of place. In 
Europe is a store of skill, knowledge and accumulated capital 
second only to the rsources of the United States. If the 
trading nations of western Europe are restored to solvency and 
their commercial exchanges can multiply and expand, the result 
will be a net addition to the world’s pool of wealth far greater 
than any that could be achieved as quickly and by the same 
outlay in less productive areas. The critic may say: “The 
Marshall Plan recognises this fact. The President’s fourth 
point deals with the wider issue of what must follow the 
Marshall Plan.” But this retort would be sufficient only if the 
nineteen Marshall nations were likely to achieve full produc- 
tivity and solvency by 1952. Itis now quite clear that they will 
not and that the dollar deficit in their trade will be, on the most 
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optimistic estimate, about one billion dollars. This dollar 
deficit will be a profoundly disturbing factor in world trade 
when the President’s new plan is due to come into operation. 
The relationship between Europe’s efforts towards indepen- 
dence and the proposed world wide “ fair deal” must be of 
such a kind that a smooth transition takes place between one 
phase of policy and the next. 

There need be no contradiction between them. In the first 
place, the nineteen countries and their dependencies include 
many of the “ under-developed areas” in which the investment 
of resources and technical knowledge would produce the richest 
results. For instance, American investment in the sterling 
area or in the African colonies, by which dollars might be used 
to buy suitable machinery in western Europe and dollars earned 
by the sale of the products to the United States, would produce 
a commensurate fall in the nineteen’s dollar gap. Moreover, 
the existence of central economic institutions at Paris and 
Geneva may simplify one serious difficulty which will confront 
the “ fair deal.” There is no shortage of under-developed areas 
and no end to the claims for assistance under the President’s 
new plan. The problem of priorities—of deciding which 
scheme will most benefit the expanding prosperity of the free 
world—will be almost insoluble unless some experienced plan- 
ning authority is in existence to cope with it. The best course 
is surely to make use of the Paris machinery and to begin during 
the active running of the Marshall Plan to map out the next 
phase—the “co-operative enterprise” in which America will 
join with the free peoples to increase the wealth of the world. 

There is another sense in which the Marshall Plan and the 
“ fair deal ” can be made to dovetail into each other. There is 
obviously no way at the moment of assessing the free world’s 
need for material resources. There is no way of assessing what 
part of that need is made up of resources only available in return 
for dollars. A “fair deal” launched ‘in isolation from 
previous policies would be working altogether in the dark. But 
by making the Marshall Plan and the “ fair deal” two phases of 
the same policy, rough orders of magnitude can be established. 
Unless the dollar deficit of 1952 is met, at least in part, it will 
threaten Europe’s standards in the next decade and thus 
increase the number of nations whose poverty is “a threat to 
themselves and to their neighbours.” It should not be thought 
that the “ fair deal” can pump an unlimited supply of dollars 
into the world at that date. There is no suggestion that Presi- 
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dent Truman contemplates calling still further on the 

of the American taxpayer. Nor does it seem likely that gy 
combination of a policy of strategic purchases of raw materi) 
(for which $525 million is earmarked in the current Unity 
States budget) and private American investment overseas (eye 
at government guaranteed rates of return) will add up to gy 
necessary amount. A fall in European standards after yo<. 
cannot therefore be ruled out. The point is, however, that # 
the plans for the “fair deal” are carefully co-ordinated wig 
developments under the Marshall plan, the capital investmens 
which are presupposed in the “fair deal” and the technical 
assistance of which it speaks can be used to help bridge th 
dollar gap and to prevent the recovery of the preceding year 
from being halted. In this way, the new policy will carry 9 
the work of the old and continuity will be preserved. 

To urge this dovetailing of the next phase of American 
economic foreign policy into the current plan is not simply, 
pretext for securing a lion’s share of dollar investment and dolkr 
trade for the Marshall countries and their dependencies—eye, 
though they cover a large and vital area. One of the precondi- 
tions of restoring balance to European trade and prosperity tp 
the European economy is that the peoples of Asia—an 
particularly such potential giants as India—should become 
self-sufficient in foodstuffs and should develop their trade a 
exporters of vital raw materials which will then reduce Europe's 
dependence upon American supplies. This they can accom 
plish only with the assistance of outside investment, much of 
which much necessarily come from the United States. 

There remains the second question—the degree to which th 
outside world can expect a sustained and prolonged effort from 
the United States to carry out its President’s bold initiative, A 
policy designed to increase by judicious capital investment and 
by the spread of technical knowledge the standards of backward 
nations must in the very nature of things take time. The new 
venture will of necessity demand a more sustained effort anda 
clearer picture of long-term interests than lay behind American 
investment activity between the wars. This is not to say that 
the United States, which has advanced so far and so fast in 
recent years, Cannot master the new situation with equal energy. 
But the other members of the free world can be forgiven for 
asking the question: will the government and people of America 
stay the course ? For it is on the answer to it that their future 
security depends. 


China Without Chiang 


HIANG KAI-SHEKR’S third withdrawal from the leadership 
of the Chinese state is an event in the Chinese political 
scene comparable to the removal of a queen in a game of chess. 
The other pieces are left in a very forlorn and unhappy condi- 
tion, even though they may be quite well placed to continue 
the game and checkmate may not be imminent. At this point 
the losing player has to make up his mind whether the game 
is so hopeless that he should “ resign” at once, or whether he 
should go on in the hope that his opponent may make some 
mistake which will enable him to avoid complete defeat. In 
China, Chiang’s successor in the Presidency, the former Vice 
President, General Li Tsung-jen, and his political friends have 
to estimate what strength remains to them, whether for bargain- 
ing about peace terms in the immediate future or for maintaining 
subsequently any compromise solution which may be reached. 
What is left from the disaster which has overtaken Chiang 
Kai-shek’s regime ? There seems to be no doubt that defeat 
has brought about the fall of the previously dominant clique of 
the Kuomintang, and particularly of the “four families” on 
which the Communists have concentrated their political attack 
—Chiang, Soong, Kung and Chen. With Chiang has gone 





Dr T. V. Soong, his brother-in-law, who has been for some 
time Governor of Kwangtung province. In Soong’s place 
General Hsueh Yueh, who defended Changsha against the 
Japanese during the war, has been made Governor, and the 
military command in Kwangtung has been given to General 
Yu Han-mou ; these appointments mean that Canton is in the 
hands of its native sons. The two other leading personalities who 
remain to the ex-Nanking regime both belong to the Kwangsi 


group, closely associated with the Cantonese ; they are Li 


Tsung-jen himself, who for the time being retains the office of 
President of the Republic, and General Pai Chung-hsi, who holds 
the military command on the middle Yangtse. It appears that 
it has been largely the combination of Li and Pai which has 
forced Chiang out of power. Li was elected Vice-President 
against Chiang’s opposition and there has been no love lost 
between them since. The new leadership on the military side 
of the Kuomintang is in effect the old “ South-west” faction 
which was a thorn in Chiang’s side in the years before the 
Japanese war; its re-emergence is a manifestation of the 
regionalism which it was the aim of Chiang’s rule to supersede. 
But this regionalism is not merely a symptom of disintegration ; 
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it is an important factor in Chinese politics, which for the last 
three years has been working in favour of the Communists and 
against Chiang in Manchuria and North China, but may now 
work from the opposite direction against the Communists who 
are seeking to unify China from the north. 

The question of the unification of China is quite distinct from 
the issue between Right and Left. China is a vast country with 
what is still an extremely inadequate system of communications, 
and in spite of the linguistic and cultural unity of the Chinese 
people—the most numerous aggregate of human beings who 
can be reckoned as a single nation—there are strongly marked 
regional differences and traditions of provincial autonomy. 
China was unified under the old monarchy, but admiaistration 
was very loose—so loose that it was hardly possible for China 
to function internationally as one sovereign state. Since the 
Revolution of 1911 there has been continual conflict between 
any attempts, by whatever faction, to establish an effective 
central government and the centrifugal tendencies of the 
provinces. Chinese nationalist sentiment all over China forbids 
formal separatism; but in practice most Chinese still think 
politically in provincial, rather than in national, terms. Chiang 
Kai-shek set himself the task of unifying China under a strong 
central rule, and went far towards achieving it ; but the Japanese 
invasion tore away wide territories from the authority of the 
central government, and since the war it has been regionalism 
almost as much as Communism which has frustrated Chiang’s 
efforts. 

In retrospect it now appears that, had Chiang been 
willing at the outset to abandon Manchuria to the Com- 
munists, he might have succeeded in consolidating his 
military control in North China. But he was determined to 
reunite by force the whole of China up to the Amur, and 
undertook this task with armies of troops already weary from 
years of warfare against Japan and with an economy alrcady 
bursting with inflation, which the burden of large-scale civil 
war inevitably made worse. Even if he had been able to win 
peasant support by a progressive agrarian policy, Chiang’s task 
would probably have been too great in the circumstances pre- 
vailing after the Pacific war; but he threw away whatever chances 
he had by linking his political fortunes to a group committed 
to maintenance of the old land-owning system, and his reliance 
on American aid only further weakened his position by exposing 
him to the charge of being a “running dog” of foreign 
imperialism. 

The split which has now taken place within the Kuomintang 
has from one point of view helped the Communists’ cause. 
But from another it may be embarrassing for them. The new 
men in power can claim that they were not responsible for the 
civil war ; they can put the blame for it on Chiang Kai-shek and 
his clique. They are now bombarding the Communist areas 
from the air with leaflets urging peace and conciliation. Hitherto 
it has been the Nanking Government which has insisted on 
trying to crush the Communists, and the latter have had the 
moral advantage of standing for the cessation of an unpopular 
civil war and for a negotiated settlement. Now the boot is on 
the other leg, and it is the Communists who risk incurring the 
odium of belligerency if they seek to press their military advan- 
tage to the conquest of all China. They have an army which 
has acquired a habit of victory, and militarily it may be that 
they could march to Canton without much difficulty ; yet it is 
doubtful whether the political cost of such operations would not 
be too high. The troops in the field must be supplied and fed ; 
at the same time, the Communists have to take over the adminis- 
tration of great cities and to reorganise a chaotic economy. The 
strain of continued struggle would be very great. Moreover, 
the break-up of the old reactionary Kuomintang leadership may 
turn to the detriment of the Communists simply because the 
more progressive wing of the party now has its chance. Die- 
hard resistance to agrarian reform has been the Communists’ 


ist 


greatest asset, and real sompetition for peasant support could 
still be dangerous for them. It is reported that Li Tsung-jen 
has long been convinced of the need for a policy of agrarian 
reform. 

In eastern Europe Communist parties, once in control of the 
military and police forces of the state, have used their power 
to break up or absorb all non-Communist groups which have 
tried to co-operate with them in a common social programme. 
In China, Mao shares the faith of Bierut and Gottwald, Rakosi 
and Dimitrov, and there is no reason to suppose that he would 
be any less ruthless and unscrupulous than they in eliminating 
partners in power if he had fully in his hands the means of 
suppression. But such a policy will not be so easy as long as 
there remain in China any armed forces which are not directly 
under Communist control. The centralised apparatus of coercion 
characteristic of European states enables a totalitarian party 
quickly to liquidate organised political opposition when once 
it has gained the key positions of power.» In China, where the 
basis of state organisation has temained so largely provincial, 
such conquest must necessarily be a piecemeal process: The 
Communists cannot take over a unified state because there is 
none ; they have to create it. For this reasén, and not because of 
any democratic scruples or moderation in the intentions of their 
leaders, it is likely that the Communists will have to go slow for 
some time. And in that time they will be subjected to the test 
of performance in administering the affairs of China and 
improving the living conditions of the Chinese people. The 
very looseness and formlessness of the Chinese state provide 
a measure of protection against a complete Communist monopoly 
of power throughout the country on the Czech or Polish model. 

Such considerations give some ground for hoping that the 
impact of Chinese Communism on world affairs in the near 
future may not be quite so sharp or massive as the scale of recent 
Communist victory might suggest. On the other hand, certain 
adverse consequences of far-reaching importance must now be 
expected to figure in the international balance sheet. Any 
coalition government formed in China after the Communist 
victories, even if it does not follow a Moscow line in all respects, 
must to a great extent reflect the anti-American sentiments of 
the Communists, and the change will no doubt be manifest in 
the Security Council and at international conferences which 
China may attend. Hopes of obtaining an agreed peace treaty 
for Japan will recede still further into the realm of unreality. 
The Korean Republic, now recognised by both Britain and the 
United States, will be more than ever an exposed bridgehead 
on the Asiatic mainland, with Chinese, as well as Russian, 
support for the rival Communist regime in North Korea. 

The impetus given to Communism by its successes in China 
will be felt everywhere in the Far East—it has probably already 
contributed not a little to the increase of the Communist vote 
in the Japanese elections—and especially in those parts of South- 
east Asia where there are large Chinese communities. The 
question of. Hongkong is unlikely to lie dormant for long, for 
the Communists in China, as if eastern Europe, do all they can 
to capture and exploit nationalist feeling and turn it against 
the West. Hopes of getting economic assistance from the West 
in one form or another may cause the Communists in power to 
abate somewhat their vilification of the western democracies, 
but it is doubtful whether they can call off their campaign of 
hate to any considerable extent, even if they wished to do so, 
because it is only by intense anti-American propaganda that they 
can divert Chinese public attention from the fact that it is the 
Russian acquisitions in Manchuria, imposed on China by the 
Yalta dictate, which are today the greatest monument of foreign 
imperialism on Chinese soil. It will certainly be necessary to 
find fresh bones of contention with the western nations if 
China is to be steered in the direction which Communist prin- 


ciples require, and South-east Asia is the obvious field for, 


trouble-making. 
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King Charles’s Head ma 


O* January 30th three hundred years ago Charles I was 
beheaded before the Palace of Whitehall, having been 
convicted, three days earlier, for a variety of offences which it 
was legally impossible for a king to commit, by a tribunal which 
had no legal authority. The lavish display of legalisuc hypocrisy 
and solemn trumpet-blowing which characterised the seven 
days’ trial shocked even firm republicans like Sidney, and honest 
mea on both sides concurred in the judgment that the king’s 
execution was an act not of justice but of war. Nevertheless, 
these sordid proceedings came in the course of time to be 
regarded as a decisive affirmation of the principle of government 
by law, which is the essential virtue of the British Constitution. 
There can be no doubt that the constitution which Charles 
was charged with breaking did not exist in 1649 except in the 
minds of his accusers, and there only in the form of a few 
confused prejudices. The constitutional struggles of the early 
Stuart period were not about what the constitution was but 
about what it was to become, although this fact was for long 
obscured by the appeal to antiquity made by both sides. Consti- 
tutional historians now recognise that king, judges and Commons 
were engaged in a competition for sovereignty, a conception 
unknown in medieval English law. History decided for the 
Commons, but only after a lapse of time and an expense of 
effort which were extremely important in determining the shape 
of the modern constitution. Had the Commons been successful 
in the seventeenth century in vindicating its claims against both 
King and Commonwealth, it would have emerged as the instru- 
ment of a tyrannical oligarchy as hostile to the independence of 
the courts as to the prerogative of the king, and it would 
probably have ended by discrediting parliamentary government 
for ever. The Stuarts performed the negative but indispensable 
function of delaying parliamentary sovereignty until parliament 
had learnt that it was the servant, not the master, of the people. 
Had they been victorious, on the other hand, England would 
probably have moved into a phase of enlightened despotism on 
the eighteenth century Continental model, and, like France, 
would probably have paid the price of arrested development by 
trying to leap straight from monarchy to democracy without 
the salutary preparation of being governed for a century by an 
aristocracy with a taste for debate. To this extent Charles and 
his parliament were unconsciously fighting for the same thing, 
and it was something which neither would have cared for. To 
Charles I the fate of being George VI would have seemed rather 
worse than death, and to Hampden delegated legislation and 


taxes of nine shillings in the pound a tyranny far worse than 
ship-money. 
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To the conflicts of the seventeenth century, Britain owes, pe 
merely much of its constitution but, what is just as importay 
the parties which operate it. The division between Right and 
Left in English politics which started as the division betweeg 
Cavalier and Roundhead has always been based as much: 9g 
differences of temperament as on class interest or political:prig, 
ciple. The great virtue of the seventeenth century Tory way 
loyalty ; his besetting vice, with a few brilliant exceptions, was 
profound, inarticulate stupidity. “The Tory,” writes a Whi 
pamphleteer of Charles II’s reign, “is a creature with a 
forehead, supple hands and no brains.” To these disabilities were 
added an inordinate craving for drink. The Whigs, on the other 
hand, were eloquent and literate to excess, fond of theorising, 
always in the forefront of intellectual fashion and distinguished 
for their seriousness and industry. The descriptions which their 
opponents most often applied to them were “ demuze” 
“ snivelling ” and “conscientious,” and in more general terms 
“vermin.” The Tory in fact had already assumed the aspegt 
of a diehard and the Whig, had he been able, would undoub 
edly have read Modern Greats at Oxford and The New State» 
man at the weekend. ‘Yo this must be added the identificatiog 
of the Tories with Anglicanism and of the Whigs with Non 
conformity, which survived until the beginning of the present 
century. 

Socially, the Tories were for the most part country squires 
of modest means, who looked to the king for protection against 
their great neighbours and were favoured by him because they 
were too weak and obscure to challenge his authority. The 
Whigs were large landowners and merchants who had made 
quick money in trade. The mass of the population had no 
political status, but since it could always riot it had to be courted 
by both sides. The Whigs soon developed a theory that they 
were its delegated representatives and natural servants. The 
Tories believed that they were its natural protectors. 

* 


This alignment of social forces had its influence long after 
the class structure had been remodelled by the industrial revolu- 
tion. It is true that some of the great Whig landlords went 
Tory in the nineteenth century to save the Corn Laws and to 
put a brake on the pretensions of the industrial middle-classes, 
but many more followed their principles rather than their 
interests, and under Lord John Russell’s leadership formed the 
aristocratic fifth column which allowed the franchise to be 
widened without civil war. The great Whig merchants, whose 
fortunes were pinned to foreign trade, were also a bridge between 
the old social order and the new manufacturing class, and found 
their natural allies in the Manchester School. The Tory squires, 
on the other hand, driven underground during the period of 
Whig ascendancy in the eighteenth century, re-emerged in 
Victorian England as the backbone of the Conservative Party. 
The chief article of their faith was tariff protection for agricul- 
ture, but since this was not a popular cause with the proletariat 
it had to be supplemented by the crusade for better conditions 
in the factories, and later by support for trade unions. Here 
the Tory paternalism of the seventeenth century came in useful, 
and while the Liberals were presenting parliamentary reform as 
the cause for which Hampden died, the Tories were reminding 
the electorate that Strafford was the friend of the little man, and 
depicting the reign of Charles I as a kind of glorified prototype 
of the dictatorship of the proletariat. 

By the twentieth century the industrial magnates, now well 
on the way to becoming an established aristocracy and threatened 
by competition abroad and Socialism at home, were beginning 
to play for safety, and began to align themselves with the 
professional middle-classes and the black-coated workers. They 
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were no longer valiant pioneers and were willing to submit to 
some restraint from the state in return for its protection against 
the hazards of competition ; but they did not for a long time 
capture the Conservative Party, which continued to tax them 
and to pursue social policies in keeping with its paternalist and 
non-utilitarian tradition. But it was the professional classes, the 
small shopkeepers and skilled artisans who now represented the 
table and moderate elements to which Toryism appealed. The 
torch had passed from the manor-house to the suburban villa. 
The Whig tradition, split between Liberalism and Socialism, 
had lost what remained of the landed aristocracy and no longer 
held the loyalty of industrial magnates and big merchants, 
although it kept the support of the intelligentsia and of Non- 
conformity in both its sacred and profane aspects. 

One of the more heinous crimes attributed to James I and 
Charles I was commercial restrictionism. The form it took was 
the creation of closed corporations, either for the manufacture 
of goods for the home market or for the exploitation of colonial 
territories. The economic policy of the Stuarts was in fact 
based on a partnership between the state and industry. At its 
worst it was a means of raising money for the Crown by selling 
the right to establish monopolies. At its best it was a genuine 
attempt, reminiscent of the guild system, to discipline the 
producer in the interests of stable markets, good standards of 
workmanship and reasonable remuneration. The Whigs were 
men of enterprise, impatient of restrictions and contemptuous of 
state protection. They were, above all, suspicious of the power 
of corporations, which they regarded as a greater threat to liberty 
than even the state. This bias was inherited by the Benthamite 
Liberals of the nineteenth century, and retained by them even 
when, by a process of reductio ad absurdum, they had thought 
themselves into Socialism. The Tories, on the other hand, 
continued to champion vested interests even when these were 
trade unions. The English Left is, in the strict meaning of the 
word, individualist. The only two entities it recognises in 
politics are the state and the subject. Sometimes it favours 
freedom, sometimes authority, but it is usually hostile to 
organised corporations within the state. The proposals of 
Mr Butler’s Industrial Charter for making industry into a 
partnership between management and labour are thus in the 
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Sand Storm at Westminster 


_ Wednesday’s debate: in the House of Commons on Palestine 
witnessed—for the first time since the debate on the Trades 
Disputes Act—a direct conflict between those monarchs of the 
glen, Mr Churchill and Mr Bevin. The Conservative attack was 
partly, as Mr Attlee said, merely an election manceuvre, but it 
may also be the end of a bi-partisan British foreign policy. For 
the first time, the Foreign Secretary has been attacked by the 
Conservatives on a basic assumption of his foreign policy, and 
although Mr Churchill emphasised that this did not mean disagree- 
ment over the stand against Communism, he hinted that there 
might be other acts of “mismanagement” which they could 
Oppose. Whatever these may turn out to be, Mr Churchill 
criticised Mr Bevin with such force as to damage if not his policy 
at least his personal standing as Foreign Secretary. 


Although there was something disagreeably vindictive in the 
Conservative attack on Mr Bevin, there is no doubt that the 
Cabinet mishandled the whole debate. Mr Churchill had per- 
suaded the Conservatives—who are by no means all of one mind on 
Palestine—to present a united front. The Government, unaware 
of the vigour of the impending Conservative attack, had issued 
only a two-line whip, which together with a considerable number 
of deliberate abstentions reduced their supporters to a dangerously 
low figure. But it was the ineffectiveness of Mr Bevin’s speech 
and his failure to announce any positive moves towards the de 
facto recognition of Israel—however great the difficulties of co- 
ordinating it with the Commonwealth may have been—which 
weakened the whole Government position. Even the Prime 
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true Tory tradition. The Socialists, offspring of the Liberal! 
tradition, are temporarily embarrassed by the fact that their, 
strongest allies are trade unions ; but in so far as they are true 
Socialists and true individualists they will try to rid themselves 
of this embarrassment in the interests of economic centralisation. 


* 


Nowhere is the influence of Stuart controversy more marked] 
than in foreign policy. The Tories, as Anglicans, had little 
interest in the conflicts between Catholics and Protestants whi 
convulsed seventeenth century Europe. The Whigs, as a 
minority, strongly influenced by Continental opinions, looked 
for solace and support to the Continental Protestants and wished 
England to become the leader of an anti-Catholic alliance. Thus 
was established the Tory tradition of pacification in foreign 
policy, deriving perhaps from the indifference of a population of 
farmers to military enterprise. Marlborough, the first great 
general in modern English History, was a Whig. The Right has 
seldom been an interventionist party, while the Left has always 
been ready to champion causes in other lands. Late nineteenth 
century imperialism was by no means an exclusively Tory 
product, and in its more jingoistic forms was strongly disliked 
by good Conservatives like Salisbury. 

Until quite recently this classification of the main charac- 
teristics of the two parties held good. Now the Conservatives, 
under the leadership of a descendant of Marlborough, fight 
under the banner of free enterprise at home, and advocate 
international federation abroad. This adventurous creed, cor- 
responding to the old Liberalism rather than to the Conservative 
ideal of a stable society, has a strong appeal to the upper sections 
of the industrial middle class, who have outgrown the slump 
mentality and see government controls as the only obstacle to 
ever-expanding production and profits. The professional and 
lower ranges of the middle class, afraid of inflation and unem- 
ployment, would be more likely to rally behind a mild form of 
state-regulated corporatism, such as is indicated in the Industrial 
Charter. For the moment they feel deserted, with millionaires 

to the right of them and Jacobins to the left, and must be content 
with the gloomy satisfaction of knowing that they will decide, 
at the next election, which of these evils shall prevail. 


THE WEEK 


Minister who, when forced into a corner, admitted that the 
principle of de facto recognition had been accepted some time 
ago, could do little to alleviate the dismay on the Labour benches 
nor remove the impression that the Cabinet is still retreating 
grudgingly before the march of events. 

The narrow margin of 90 votes by which the Government 
carried the division—in spite of the Prime Minister’s appeal that 
it be regarded as a vote of confidence—has aroused memories 
of the revolt of the Conservative back benchers which brought 
down Mr Chamberlain in May, 1940, after the debate on Norway. 
But the analogy is misleading because in 1940 the abstainers 
reflected the intense discontent of the country with the Govern- 
ment’s handling of the war. On Palestine such public opinion 
as exists is in sympathy with the Government rather than the 
rebels. Mr R. H. S. Crossman, that Cassandra of the Palestine 
question, has gained no real standing either in the country or in 
the House, and it is the muddled and confused policy of the 
Government which reflects the mood of the country. 


* * * 


Pessimism Over Palestine 


A conjuncture of events has created the impression that the 
Palestine problem is—thank goodness—settling itself. The 
successful Israeli-Egyptian negotiations at Rhodes, the likelihood 
of a British Cabinet decision to recognise Israel, the arrival in 
Jerusalem of the UN Conciliation Commission and the trend of 
the voting in Israel’s first elections—each has contributed its mite 
towards general optimism, But, though cach is intrinsically 4 
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siep forward, all do not add up to anything like final seulement. 

“Three major and disputed questions are still ourstanding. They 
are: the future of Jerusalem, the frontiers of Israel, and the 
disposal of Arab Palestine. Regarding Jerusalem, the impossibility 
of accepting “ Zionism without Zion” has long been a Zionist 
cry. It seems likely that the most that a victorious Israel will 
agree to is internationalisation of the Old City—which contains 
the principal place of pilgrimage of each of the three faiths. Mr 
Ben Gurion is likely to insist that the new Jerusalem, with its 
skyscrapers, its avenues of Jewish shops and its comfortable 
suburbs, shall be Israel’s and shall enjoy a corridor to the sea. It 
is hard to see who can deny him this. 

The second point—delimitation of Israel’s frontiers elsewhere— 
is more disputable and therefore thornier. They are settled only 
in the north, where they march with Syria and the Lebanon. The 
Israeli attitude elsewhere is that there was an attack on Israel 
which was successfully resisted and that, subject to direct nego- 
tiations with individual adversaries, it is entitled to hold what 
it has won. Mapai has even added, during its election campaign 
that the one small Jewish holding that remains in Iraqi hands— 
Mishmar Bajaden in ¢astern Galilee—must be won “by peace or 
war.” Is this Israeli thesis to be allowed to prevail in western 
Galilee where it was the Jews who first overstepped the partition 
line 2? And how do these aspirations square with the two known 
variants of United States policy on the subject ? 

These need to be restated. They are: first, the President’s 
election pledge of October 24th last, that any modifications of 
the 1947 partition line must be “ fully acceptable to the State of 
Israel; secondly, Doctor Jessup’s declaration to the United 
Nations on November 2oth, reiterated by President Truman at 
his press conference on January 13th, that any territorial] additions 
to the 1947 partition boundaries must be “offset by giving up 
land elsewhere.” Who is going to gainsay Israel if it will not 
hear of such surrenders ? Certainly the United Nations Concilia- 
tion Commission will have neither the power nor the backing 
to do so. 

Lastly, what is to happen to Arab Palestine ? Here dissens:ons 
among the Arab states place Israel at a tremendous advantage. 
The very fact that these have allowed Israel to negotiate 
individually with its adversaries is an invaluable start. This has 
produced a situation in which Egypt and Transjordan are the 
only neighbours in a position to claim territory. The first is being 
accommodated at Rhodes: It now seems inevitable, therefore, that 
what Egypt does not retain will pass to Transjordan. The 
problem for the diplomacy of all nations concerned therefore 
becomes, anomalously enough, not that of reconciling King 
Abdullah and Israel, but that of presenting the issue in a way 
that will enable the king to ward off his Arab critics and personal 
enemies. 

* 


What is Britain’s way through this labyrinth? ‘The goal 
of policy is, presumably, settlement with as little detriment 
as possible to Anglo-American, Anglo-Jewish and Anglo-Arab 
relations as well as to the United Nations. Nothing was said in 
the Commons debate to show how this is to be done. At the 
beginning of this week the only card left to Mr Bevin for the 
rounds to come was the timing of British recognition of Israel. 
Now he has been forced virtually to surrender this without extract- 
ing as its price any guarantee that the matters outstanding will be 
dealt with in the way most likely to ensure a lasting settlement. 


. * * 


Mr Bevin—The European 


“Europe’s only salvation is unity.” Thus Mr Bevin, a year 
after his first declaration for Western Union, has reaffirmed his 
faith. The occasion—an appropriate one—was a Foreign Press 
Association luncheon at which journalists from all over Europe, 
some of whom may well have written the despatches accusing 
Britain of “ dragging its feet” in this matter of unity, had assembled 
to hear Mr Bevin declare the strongest support yet given in Britain 
to the ideal of closer European association. And, although Mr 
Bevin’s phrases were often as involved and overloaded as only 
he can make them, it was clear that when the Foreign Secretary 
said closer union, he meant it. “The only way to deal with 
sovereignty is to build up slowly a greater sovereignty in which 
all other sovercignties are merged,” said Mr Bevin. He continued: 

I want a practical organism . . . in which we should cease to be 

English or French or any other nationality and would be Euro- 
peans in an organisation that would carry out a European policy in 
the face of new developments in the world. 






It is hard to see how sacrifices of sovereignty can be more, direct; 


implied. Indeed, Mr Bevin pressed home the point by 
the idea of an assembly as a “talking shop,” which woy 
disillusion the expectant peoples of Europe, and by prc 
“functional approaches "—the organisation of basic indust, 
a European scale, the creation of a single European defence 
It is true that the Foreign Secretary’s statements were DOC very his sl 
detailed but, by comparison with his speech of January, 1 
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can be no denying that his ideas of Western Union hg tional 
strengthened, widened and begun to take firmer shape, as As 
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In a word Mr Bevin is either completely committed to Wéstem voy 
Union or his speech must be one of the most deliberately mi. that 
leading ever made by a responsible statesman—which is an coun 
impossible hypothesis. His assurances come therefore at ay rent 
fortunate moment, for the Foreign Ministers of the Brussels Pag 


Powers have assembled in London this week to discuss the varions 
proposals for giving Europe greater unity, and there is still mor 
than a suspicion abroad that the British are holding back, This Pla’ 
view has been reinforced by the breakdown in Paris of the pre. 
paratory talks on methods of attaining European unity, in which 
Britain’s reported refusal to meet the French and Benelux views 
about the powers to be given to a consultative European Assembly 
has been blamed for the Powers’ disagreement. The dispuy 
appears to lie between the French and Benelux demand he 
national delegates shall not be bound to vote to government order, 
and the British belief that unfettered discussion will do more 
harm than good. The British are also more insistent than their 
neighbours on the need to set up a council representing Govem- 
ments. In short, the British lean towards action by governments, 
France and Benelux to action by peoples. 

It must be clearly said that the British desire for a European 
council of governments is a reasonable and courageous attack an 
the problem of sovereignty such as no purely advisory assembly 
could ever achieve. In essence, therefore, the British are at the 
head of the race, not lagging behind. Where the British appear 
too intransigent is on the question of voting in the proposed 
Eutopean assembly. Provided men and women of distinction, 
properly representative of all walks of life, are picked as the national 
representatives, there is no need to shackle them by condemning 
them to block-voting within a national delegation. The Gover 
ment should choose its representatives wisely and imaginatively 
and leave them free to debate and resolve. This concession can 
reasonably be made to the French, bur on the council of gover 
ments Britain must stand firm. 





* * * 


A Confusion of Rents | 


The second reading of the Landlord and Tenant (Rent 
Control) Bill produced a remarkably confused debate, which, in 
view of the terms of the Bill, is not surprising. The Bill secs 
to remedy four separate and specific instances on which the 
Government claims that existing law produces substantial injustice. 
The Opposition accepted that some alteration of the law was 
necessary in the case of two of these instances ; yet it moved the 
rejection of the whole Bill. The second complication arose from 
the fact that although almost every speaker in the debate agreed 
that a general overhaul of the existing nine Acts dealing with 
rent control was necessary, no two speakers were in agreement om 
what revisions were needed. The Government itself sidestepped 
this issue by saying that, after three and a half years in office, no 
one among them had had sufficient time to work out a set of 
proposals to bring these Acts up to date. All these issues were 
debated at once and the result was precisely what anyone would 
have expected it to be. 

The two points in the Bill that met with general acceptance 
were the provision which gives a Rent Tribunal dealing with a 
furnished letting greater power to give a tenant security of tenure, 
and the provision which restores the protection of the Rent Acts 
to those cases of separate lettings within the one building where 
each letting carries with it the joint use of one other room of 
amenity. € points which the Opposition challenged were the 


provisions which give a tribunal power to fix a new standard rent 
for lettings made since the end of the war. and power to refund 
to some lessees some or all of any premium they may have been 
somapeiee tO pay to secure a home. On this last point, Opposition 

ts claimed that the relief given by the Bill was unfair © 
some landlords, that it would operate arbitrarily, and that the 
Bill did not seck to remedy many cases of equal injustice. Furthet- 
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more it introduced such an element of uncertainty into the whole 
field of the conversion of existing large houses into flats thar no 
private individual henceforward would risk his money in dong 
so. As a result, a considerable source of additional housing units 
would dry up. This last argument was met by a vague threat 
from the Minister of Health that, if this did happen, he had up 
his sleeve plans to deal with the resulting situation in other ways 
(presumably by a new Bill designed to give loca! authorities addi- 
tional powers of compulsory purchase). 

As a stop-gap measure the Bill should not be condemned root 
and branch. It is fair-to say that it will probably do more good 
than harm and that in Committee it can be amended to do more 
good and less harm. But it still remains a.stop-gap measure and 
for that there is no excuse. But there is a reason ; in the words of 
Mr Aneurin Bevan himself during the debate, “ I am quite certain 
that there would be bitter and frerce resentment throughout the 
country if . . . we exposad eight million homes to a review of 
rents.” One can almost see the election address being written. 


* * * 


Plain Words on Capital Punishment ? 


The appointment of Sir Ernest Gowers, author of “ Plain 
Words,” to be chairman of the Royal Commission on the death 
penalty ought to ensure that its report will be simply and clearly 
written. But that may well prove to be its sole virtue, for it is 
difficult to see how anything very helpful to the controversy over 
capital punishment can be produced by a Royal Commission with 
such restricted terms of reference. It is worth recalling that the 
main controversy is not whether capital punishment should be 
limited or modified but whether it should be abolished. A lesser 
controversy is whether it should be abolished now, at a time of 
depleted police forces and abundant crime, or whether it has a 
sufficient deterrent effect to justify its retention for the time being. 
What was never really controversial, because it was so trans- 
parently silly, was the Government’s proposal to modify the law 
of capital punishment by dividing murderers into two ‘lasses, less 
heinous and more heinous. This proposal sprang from its attempt 
to extricate itself from the awkward political situation arising from 
the Lords’ rejection in the Criminal Justice Bill of the clause 
abolishing the death penalty, which was passed against the Govern- 
ment’s own wishes by a. free vote of the House of Commons, 
with most of the Labour back-benchers voting for abolition. 

Yet it is this proposal, ridiculed in the House of Lords, opposed 
by the Opposition in the House of Commons, and disliked by the 
Labour abolitionists, which in substance will form the Royal 
Commission’s terms of reference: 

To consider and report whether liability under the criminal 
law. . . to suffer capital punishment should be limited or modified, 
and if so, to what extent and by what means... . 

It is true that the Royal Commission will present a great deal of 
interesting information on the alternatives to capital punishment 
that exist in other countries. The possibility of a half-way house 
between abolition and retention, more sensibly thought out than 
the Government’s compromise clause, might usefully be explored. 
But to restrict it to this and to preclude it from making any 
pronouncement on the question of capital punishment per se and 
its effectiveness as a deterrent, is to condemn it in advance to 
bring forth nothing larger than a mouse. 

The abolitionists have indeed a genuine grievance. It was 
widely believed, when the Government withdrew its compromise 
clause, that the Home Secretary assured them that he would 
exercise his prerogative of reprieve more readily. Recent hangings 
do not bear this out. Now the Government has restricted the 
Royal Commission to an extent that, whatever its findings, its 
report will be taken by the public as a report against abolition. 
Such is the fate of a free vote. 


* * * 


Subsidies Good and Bad 


Sir Stafford Cripps, speaking this week to the National 
Farmers’ Union, told his audience that the Government meant to 
get rid of special subsidies to agriculture as soon as possible. 
He preferred that the farmers’ prosperity should depend exclu- 
sively on their own capacity and a fair price for their product 
and not on special aids. It emerged from another statement by 
the Chancellor on the same day that the total cost of food sub- 
sidies, inclusive of direct payments to farmers, will amount to 
£484 million in the current year. This alarmingly high figure 
—it is less than a year since the Chancellor was to “stabilise” 
the subsidy bill at £400 million—must be expected to rise still 
further as the higher prices awarded to overseas producers under 
various new contracts take their full effect. 
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The Chancellor’s speech, however; does not forecast any redhut- 
tion of the subsidies or change in the Government’s policy, but 
suggests a strange. distinction of principle between subsidies. geod 
and bad. These direct payments to farmers which are designed to 
bring marginal land into production such as the acreage payments, 
Or to restore a particular branch of production, such as the calfi-< 
rearing subsidy, or to raise crop yields, suchas the. fertiliser 
subsidy, are apparently bad. Sir Stafford does not deny that. such 
subsidies are temporarily necessary—indeed. they form an integral 
part of the agriculyural expansion programme and have recently 
been extended in scope and exient—but he dislikes them in prin- 
ciple. On the other hand, the general food subsidies, those which 
bridge the gap between the price paid to the producer and the 
price paid by the consumer and which. represent, the bulk of the 
subsidy bill, aitract none of his criticism. 

This is confused thinking, Some. of the direct sub- 
sidies to British agriculture may be undesirable—a possible. ¢x- 
ample is the costly subsidy on imported feeding, stuffs, which may 
deter farmers from achieving a higher measure of self-sufficiency, 
But in general the subsidies paid directly to agriculrure for specific 
purposes stimulate production much more successfully and 
economically than do indirect subventions by way of a general 
increase in farm prices. It is hard to believe that Sir Stafford 
has really brought his full powers of mind to bear on this subject. 


x . - 


Nehru Holds His Team 


So impressive have been the moderation and good organisa+ 
tion of the Delhi conference on Indonesia, that some will want 
to turn on the Dutch and point impatiently to what can be done 
with Asian nationalism if it-is handled right... That would. be 
unfair, for the Dutch are dealing with a group of Republicans 
which has no Nehru and whose political authority and strength 
have collapsed with quite remarkable speed, None the less, two 
things about the Asian conference should be noticed in. London 
and The Hague ; one is that the resolutions agreed in Delhi last 
Sunday, and sent to the Security Council, are calmer versions of 
more emotional proposals for action against the Dutch, which were 
modified largely by the advice of the Dominions of India, Pakistan, 
Australia and Ceylon; the other is that the conference, having 
demanded that the Dutch make certain concessions by March 15th 
and by the end of the year, is bound to stand by its demands. 
The delegates and observers of nineteen nations who came to 
Delhi from the Middle East, Southern Asia and the Pacific will 
regard their first joint political act as dramatic and important—end 
they will want it to succeed. After all, they represent one-third 
of the United Nations. 

Pandit Nehru played skilfully the role of leadership which he 
is gradually creating for India. His original summons to Delhi 
sounded an angry note, a warning that the “dying colonialism ” of 
the Europeans must not be allowed a last kick in Asia. His fare- 
well speech to the conference spoke, on the other hand, of the 
great part Europe and America had played in world history, and 
of Asia’s desire to play a full part “ef peace and co-operation.” 
Some delegates—including Sir Zafrullah Khan of Pakistan—were 
hankering after an Asian bloc, which might exert against the 
West economic and other pressures; but they were called off 
this scent with the assistance of the Australian represen- 
tative. He, for reasons which are not clear, attended as a full 
delegate : New Zealand, which puts less faith in the appeasement 
of Indonesian nationalism, sent only an observer. 

Most important of all is the start that has been made by this 
Asian conference—the first organised political meting of its kind 
—towards building a regional organisation for political and 
economic purposes. Delegates were authorised only “to explore 
ways and means,” and there was the usual proviso about working 
within the framework of the United Nations, but the idea of 
imitating Western Union was clear. It is not easy to imagine a 
regional structure which would stretch from the Lebanon to the 
Philippines, from the Mediterranean to the South Pacific, but 
some delegates thought India could be the link between a Middle 
East group and a South-East Asian group. 

India, Pakistan, Ceylon and Australia are, of course, already 
members of an organisation which is virtually regional—the British 
Commonwealth—and on it the security of the Indian Ocean 
depends. Pandit Nehru will have to think hard to find a basis 
for a new and satisfactory Asian grouping which will be not 
merely anti-European and proclaim that Asia is for the Asians 
only. For the moment he has been clever, wise and lucky. To 
call together nineteen naticns in a mood of nationalist excitement ; 
to send them away in a mood of sober pride; and to use first 
action against the Dutch as a lever for uniting them under 
Indian leadership>--all this is an outstanding diplomatic feat. 
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Swing to the Right in Japan 


The genera) election which has just been held in Japan has 
produced sweeping changes in the strength of parties.in the Diet. 
The party furthest to the Right, the so-called Democratic 
Liberals, devoted to the restoration of capitalist enterprise free 
from state controls, has won an absolute majority in the Diet, 
increasing its representation from 133 to 262. At the other end 
of the political scale the Communists have increased theirs from 
4 to 36. These gains have been made at the expense of the 
parties of the Centre and moderate Left; the Democrats, who 
were formerly in coalition with the Socialists, have declined from 
126 to 7o seats, the Socialists have fallen from 143 to 49, losing 
nearly two-thirds of their strength, and the People’s Co-operative 
Party has gone down from 31 to 13. 

These figures show a tendency towards extremes in Japan and 
indicate a sharpening of social conflict. The main result is a 
swing to the Right, but this is countered by a rapid growth of 
Communism. To some extent this may be attributed to the 
failure of the former Democrat-Socialist coalition to deliver the 
goods so as to satisfy either the bourgeois supporters of the one 
party or the working-class supporters of the other. The holding 
of office did the Socialists more harm than good as a vote- 
catching party, and the Democrats were gravely compromised by 
a corruption scandal involving their leader. But it is aoubttul 
whether popular favour would have turned away quite so 
decisively from the middle parties but for factors working from 
outside Japan. 

The recent blunt declaration from General MacArthur’s head- 
quarters that American economic aid will not be available for 
Japan without “the combined efforts of the Japanese people 
toward the achievement of stated objectives,” and the Supreme 
Commander’s clear predilection for the aims of the Democratic 
Liberals, have certainly had their influence on the man in the 
Japanese street, who reckons that the most important thing in 
politics is to elect people stimulating to American benevolence. 
The American exhortations to “ maximized industry ” and warn- 
ings against “improvident political conflict, unobjective labour 
strife and destructive ideological pressures ” certainly have not 
helped the Socialists, but have played into the hands of the anti- 
American Communists, who have also greatly gained in prestige 
from the news of Communist victories in China. One result, 
however, the American occupation policy appears to have achieved 
as intended ; agrarian reform, even though imperfect, seems to 
have rendered the Japanese countryside more or less impervious 
to Communism, which now figures in Japan, in contrast to 
China, as essentially a party of the industrial workers. 


* * * 


France Borrows at Five Per Cent 


When, at the turn of the year, the French Budget for 1949 
was passed, one of the more speculative items in the balance sheet 
was the Government's intention to raise at least Frs. 100 billion 
by a new loan. The proceeds of the loan, such as they might be, 
were earmarked for expenditure on reconstruction and investment 
—an important priority in M. Jean Monnet’s plan for French 
recovery. 

The loan was opened last Monday on terms which were both 
novel and apparently attractive. Subscribers were offered five 
per cent and an assurance that if, in future, the Government 
issued a further loan at a higher rate of interest, the current issue 
would be automatically raised to the same level. In addition to 
this unusual guarantee, the Government undertook not to redeem 
any of the bonds for a period of at least 10 years. One further 
inducement to investors was the announcement that subscribers 
could exchange old holdings of Government stocks to a value 
identical with their new subscriptions. The old bonds would be 
exchanged at their igsuc value and would carry the new five per 
cent rate of interest. 

These terms may look like wild generosity to people who, after 
the Dalton régime, are now grateful for a three per cent return ; 
but it must be remembered that successive devaluations of the 
franc since 1938 have reduced the French national debt charge to 
minute proportions. In the last budget year these charges 
accounted for only five per cent of Government expenditure. 

It is too early to tell whether the venture will be a complete 
success. Reports at mid-week suggested that subscriptions were 
“spotty but encouraging.” Meanwhile, news from the black 
market bourses indicated that some investors are taking the loan 
seriously ; in terms of dollars, the franc gained 10 per cent on the 
black market since last Friday. 

Before the loan can be judged a success it must first pass the 
ebvieus test of providing the Government with Frs. 100 billion. 
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The answer to this question should be clear within a few. 

The second and more important function of the loan will by 
create a flow of new savings. In so far as the new Joan acts pe 
to unfreeze hoarded past savings, it will not materj 
France’s fundamental economic problem, The country’s jg 
term need is for the new savings which are forthcoming” 
public confidence in the stability of the National Governmen: 
its financial policy is established. What role the loan wil] play} 
this effort cannot be assessed for several months. i 


“Feige, 


* * * 


World Trade Union Split é 


With the secession of the British, American and Dutch repre, 
sentatives from the World Federation of Trade Unions ag last 
week’s meeting, the Federation ceases even to pretend to beg 
genuine trade union International. Many will regret that iden 
logical differences should have broken up an organisation whic 
started off with such high hopes in 1945, and which could hay 
done so much, not only to act as a bridge between east and 
but to raise workers’ standards in backward countries. 
however, except the diehard communists and fellow-travellers cay 
see that any useful purpose would have been served in maintam 
ing the facade of unity, when the cracks had already gone so deep, 

Lord Citrine, its first President, warned the WFTU three year 
ago that it would founder unless it could steer clear of politics 
and reach some satisfactory arrangement for the incorporm 
uion of the international trade secretariats. He has been proved 
abundantly right. In the balance sheet of its activities, there ig 
little that can be attributed to the credit side, and the contriby 
tions provided by British and American workers have gone t 
bolster an organisation, which devoted its main activities to under 
mining everything for which their own trade union movements 
stood. i 

The truncated Federation has, triumphantly and _ bitterly, 
announced its intention of carrying on, but the withdrawal of the 
three western members will certainly be followed by that 
of the Scandinavian and other Benelux countries, thus removing 
about 18 million of the 70 million members claimed by the Federa 
tion. It will not however become a purely “Iron Curtain ” affair, 
for the powerful Communist-dominated Labour Confederations 
of France and Italy will play an important role ; indeed, the choice 
of Signor Di Vittorio, to fill the presidential chair left vacant by 
Mr Deakin, is very significant. It is a pity that the departure of 
the western countries was not handled in a more diplomatic 
manner. As it is, the British and Americans have been saddled 
with responsibility for the split and accused of unconstiwtional 
action. Surely, the western trade union leaders could have issued 
a joimt manifesto, explaining to the world their reasons for 
withdrawal. 

No decision has yet been taken about the establishment of an 
alternative western trade union organisation, although the vacuum 
created in Paris must surely be filled. The unions of the Marshall 
countries decided at their meeting in Berne to strengthen theit 
links with the OEEC and to place Mr Walter Scheverels, assistant 
secretary of the WFTU and formerly the secretary of its pre 
decessor, the International Federation of Trade Unions, in charge 
of the Paris office. The difficulty of American rivalries is perhaps 
one reason why no immediate action has been taken. The 
American Federation of Labor has persistently remained outside 
the WFTU and ever since its formation has been doing its utmost 
to kill it. But the American Congress of Industrial Organisations, 
which played a prominent part in the counsels of the WFTU. will 
not be content to play second fiddle in any new International. 


It is sad that American labour cannot present a more united front 
at such a critical time. 


* * * 


New Constitution for Trinidad 


On paper, the new constitution to be granted to Trinidad 
means a considerable advance towards responsible government. 
The number of elected members in the Legislative Council is © 
be increased from nine to eighteen; and there will be three 
official members, instead of four, and five instead of six nomin- 
ated ones. Further, in the Executive Council, which at present 
consists of three official members, two nominated and three elected 
members of the Legislative Council selected by the Governol 
there will be five elected members of the Legislative Council, not 
selected by the Governor, but elected by the Council itself. The 
Governor will have certain reserve powers, similar to those pror 
vided for in the Jamaica constitution, but with the proviso that 
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should the Executive Council refuse to authorise him to use his 
reserve powers, he may do so if the Secretary of State’s consent 
is first obtained. 


In practice, this apparent step towards responsible govern- 
ment may not have a good reception in Trinidad. As long 
ago as 1947 the Governor appointed a committee to consider 
constitutional reform, whose majority report was considered quite 
unacceptable to the mass of Trinidadians. The committee was 
said to consist largely of “ reactionaries,” and its minority report, 
prepared by Dr Solomon and proposing full internal responsible 
government, was adopted at trade union meetings and popular 
assemblies held throughout the island. For many months the 
subject has been under consideration by the Colonial Office, and 
its decision, as set out in the new constitution, is virtually a decision 
in favour of the majority report. That in itself is not likely 
to endear the new constitution to the islanders. Further, it is 
claimed by Dr Solomon and his party that the great drawbacks 
of the present constitution will persist. The elected members of 
the Legislative Council who are selected for the Executive Council 
are, they say, those acceptable to the official members of the 
Council. Although, in the new proposals, they will be elected by 
the Legislative Council, it is feared that in practice they will 
be dependent upon the good will of the official and nominated 
members of the Council to secure election. Moreover, since they 
invariably side with the official and nominated members of the 
Executive Council when a motion comes before the Legislative 
Council, the “ will of the people,” as represented by the remaining 
elected members of the Legislative Council, cannot prevail—in 
fact must often give way to the official viewpoint—and this, it 
is claimed, will continue under the new constitution. 


A Secretary of State so committed to constitutional progress 
in the colonies as Mr Creech Jones must have very good reasons 
for refusing the minority report, which among other things asked 
for an entirely elected Legislative Council on the model of 
Jamaica’s House of Assembly. But if a constitution on those 
lines is unworkable, is Trinidad to be any better off with one 
that may prove unacceptable ? The whole dilemma of present- 
day constitutional reform in the colonies, between government by 
non-responsible officials or government by an irresponsible public 
opinion, is demonstrated by the case of Trinidad. 
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The Baltic in the Limelight 


It is obviously with: some embarrassment that the Baltic 
Governments find themselves at the centre of the international 
stage. They have been called upon at short notice to decide what 
shall be their relationship to the North Atlantic Pact, indeed at 
a time when it is still not known what teeth that pact will have. 
And so long as they hesitate between dependence on America and 
self-sufficiency the negotiations for the pact are delayed. — 

The Prime Ministers of Norway, Sweden and Denmark, accom- 
panied by their Defence Ministers and members of their Parlia- 
ments ended in Copenhagen on Monday yet another round of 
discussions on a Scandinavian defence union. And today they 
begin in Oslo the decisive meeting. The indications are that each 
country will maintain its point of view and that no effective 
military co-operation between them will begin. The communiqué 
issued after the Copenhagen conference is too qualified and too 
conditional to admit of any other interpretation, particularly after 
the categorical assurances of the State Department that weapons 
will not be supplied save to allies bound to the American system. 

It is a pity that American policy towards Scandinavia has not 
shown more patience and flexibility. What Turkey has dared to 
do as a close neighbour of Russia—allow America bases and 
facilities to be established as the price of protection—Sweden 
could hardly venture to do, in view of its tradition of neutrality 
and its greater vulnerability to land and air attack. Military 
co-operation nowadays demands such close association that 
America can hardly expect to obtain it in full from governments 
on the fringe of the Atlantic Pact area, 


* * * 


Finland Rides a Squall 


The publicity given to the process whereby Norway, Sweden 
and Denmark have agreed to disagree on their common defence 
problems has diverted attention from recent events in Finland. 
Yet Sweden has justified its case for neutrality partly by stressing 
the dangers to Finland if Sweden went straight into the American 
camp. Finland, nevertheless, has in the last two months safely 
ridden out a nasty storm, 

After the failure of the Communist-inspired strike at the im- 
portant Arabia potteries, warning squalls of varying intensity blew 
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IN THE Ciry 


I n the City, as elsewhere, The Sunday Times 

has a reputation for knowledgeable and informed 
comment, 
The sound judgment of its specialist writers on Finance, 
Business and Economics is acknowledged and widely 
appreciated by those best fitted to assess such qualities. 
NORMAN CRUMP, the City Editor, and his colleague 
G. L. SCHWARTZ, an economist whose articles are 
distinguished by wit as well as wisdom, are names which 
carry the highest degree of authority, 


The 
unday Times 


is now available to all who 
place an order for its regular 
delivery. 
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up from Moscow throughout the autumn. In November two 
persons arrested outside a circus for being drunk and disorderly 
turned out to be Russians; one of the revellers was employed 
by the Russian Legation. The arrest brought a violent Soviet 
Note of protest to the Finnish Foreign Office. This was followed 
by a dutiful how! from the Communist press against the “ reac- 
tionary” police force-—-which during the Arabia strike had done 
good work in maintaining order in the face of constant Com- 
munist provocation. 

The vigilant Russians next discovered that the presentation of 
two plays (one of which had been withdrawn some months 
earlier) constituted an unfriendly act under the peace treaty ; 
they could be interpreted as mocking Stalin and the new police 
state. Another Note was therefore delivered to the Finns, and a 
couple of weeks ago a second on the same theme was handed in. 
The Communist group in the Diet also returned to its well-worn 
complaint—the release of the “war criminals,” Messrs Tanner 
and Linkomies, former Ministers, whose staunch service to the 
democratic development of the young Finnish state makes them 
still dangerous to the ambitions of the extreme Left. The Social 
Democrat Government in reply pointed out the perfect legality 
of this action, and refused to be intimidated, even by allegations 
from Moscow radio that Finland had on several occasions recently 
broken the peace treaty. 

The Government had at the same time to withstand an ill- 
timed onslaught from the Agrarians, who are the majority party 
in the Diet. They forced a vote of confidence on almost the 
same issues as those on which the Communists attack the 
Government. In particular, they objected to the alleged attempts 
of the Social Democrats to get Sweden to join the western Powers. 
By this obscure tactical alliance with the Communists, however, 
they ensured not only that the Government received adequate 
support in its time of trial, but also that its position was actually 
strengthened. Thus the fall of the Fagerholm Government, which 
seemed likely before Christmas, is now not probable in the near 
future. This is the reassuring situation of Russia’s closest neigh- 
bour which Sweden is loth to disturb. 


* * * 


Economy in Lives 


The Registrar General’s preliminary figures for 1948 covering 
England and Wales continue and confirm a trend already recog- 


From The Economist of 1849 


January 27, 1849 


“ Absolute monarchy,” we are told by Hume, “is the easiest 
death—the true Euthanasia of the British constitution.” He 
did not tell us at what period the decease is to take place ; 
but it is to be “after many convulsions and civil wars.” ... 
A greater philosopher than Hume, however, has now arisen, 
who .. . has assigned a period to “the glory and safety of 
the British Empire.” He has demonstrated that “the 
supremacy of the ocean is necessary to that safety and glory,” 
and is “essential to the preservation of Great Britain in the 
position she holds in the great family of nations.” .. . 

We are, however, amongst those who hope . . . that Mr. 
G. F. Young’s assumptions are erroneous. The numerous 
old saws he has quoted, to show that he who “commands 
the sea commands trade” . . . were better adapted to a 


condition of society, when trade more resembled piracy or 


plunder, than the reciprocal, mutual, and beneficial exchange 
it has now become. Under our much vaunted supremacy, 
the trade of the Americans has increased more than our own. 
Somewhat about half that trade, too, is carried on with Great 
Britain and her colonies, and will increase as we and our 
colonies flourish. Reciprocally, our trade and shipping, so 
much of which is connected with the United States, will 
increase as they flourish. The greatness of either, therefore, 
depends far less on her supremacy than on the prosperity of 
the other: and should the Americans ever surpass us in naval 
power, they will then no more injure or destroy a prosperity 
nearly identical with their own, than we have destroyed their 
prosperity . . . If we are wrong in supposing that our trade 
does not depend on our maintaining, high above other 
nations, the supremacy of the sea, and in believing that our 
greatness may be compatible with their greatness, as our 
supremacy has been compatible with the growth of the 
Americans, we must still maintain that there is something 
in a righteous cause and a sense of justice that will give 
energy to the will and aim of the nation, and enable it to 
defend itself. 
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nisable. The death rate is down again to the record lev 
of 10.8 per thousand population, with a total of 70.282 ee 
The birthrate is still well above the immediate prewar’ ‘md 
still farther above the siump figures of the earlier _ 
the number of births has dropped steeply since 1947—a¢ Ths 
the total is down by 12 per cent. Current births ge 
outweigh current deaths, but whether they achieve the ps | 
more significant balance between present and future reproduc 
age-groups is another question. After two decades of insufficies 
this all-important replacement ratio, the effective reproduction 
rate, did draw level in the immediate postwar years ; it is yirm: 
certain that when the necessary calculations have been ma it 
will now prove to have fallen back well below unity. This 5 
no more than most demographers have expected, 


If the broad lines of the picture are less encouraging than they 
have been over the last few years, there is plenty of material fg 
satisfaction in the details. At 34 per thousand related bj 
the infant mortality rate is the lowest ever recorded, 40 per cen 
down on the prewar figure and 17 per cent better than im th 
previous year. Stillbirths, at 23 per thousand total births, are 
also at a record low level. Experience elsewhere in the world 
notably in New Zealand—shows that there is still room fg 
improvement ; a judgment very obviously borne out, indeed, by 
the well-known discrepancies between the fortunate and the wm. 
fortunate areas and social classes in the United Kingdom itself 
But to have achieved such an economy of life, such a saving in 
human suffering and distress, in so short a time and in spite ¢ 
material handicaps so severe as those under which Great Britain 
now labours, is something to be proud of. How the credit should 
be divided between medical progress, better education, the growh 
of the social services, the virtual abolition of gross poverty and the 
concomitant ending of gross malnutrition, it is impossible to say, 
Certainly all have played a part. Jeremiads concerning’ th 
nation’s diet look remarkably silly in this context. Indeed, it 
would be hard to find a better prima facie justification for the 
policy of bread before cake, of “fair shares,” and of prolonging 
the siege economy into the years of peace, than is provided 
by this simple index of general material wellbeing. It is no 
proven that the same results might not have been gained, and 
more solidly established, at a lesser cost in other economic and 
human values. But credit should be given where credit is due. 
However else these gains might have been achieved, achieved 
they have been, and those responsible for them have the sight 
to see their success acknowledged by their critics. 


* * * 


More Midwives 


The trend of the birthrate has a direct relevance to the supply 
of and demand for midwives, whose scarcity is discussed in the 
working party’s report published this week (HMSO, 2s. 6d). 
The working party, after consultation with the secretary of the 
Royal Commission on Population and other authorities, estimates 
that the number of Jive and still births will fall from the high 
figure of 908,460 in 1947 to 780,c00 in 1949, 730,000 in each of 
the years 1950-52 and 680,000 in 1953 and 1954. On the face 
of it, this should mean that the present shortage of midwives 
would disappear. In practice, however, this will not happet. 
The working party points out that whereas a department com 
mittee found in 1929 that the 14,479 midwives then available in 
England and Wales were too numerous to deal with the 654,172 
births registered in that year, in 1945 16,374 midwives were quite 
inadequate to deal with 688,270 births. 


The reason for this discrepancy is clear. Standards of midwifery 
practice have improved greatly since 1929. Ante-natal work 
post-natal visiting were then largely unknown. The 1929 com- 
mittee regarded 100 cases a year for a midwife as a far-off ideal; 
the working party proposes a case load of 55 births a year ®& 
the maximum for urban areas if proper attention to mother 
baby is to be given. This improvement in standards is reflected 
in the Registrar-General’s returns—in improved maternal and 
infant mortality rates and in fewer stillbirths. But the fall m 
the birthrate during the "thirties is having its effect now on the 
number of women available to supply the demands of midwifery, 
of all other professions and the many other demands on womai- 
power. By 1951 the mumber of women aged 15-40 will hav 
declined by 374,000 compared with 1946. Yet it is estimated 
that the professions alone need at least 30,000 new recfullls 
each year, far more if allowance is made for wastage in training, 
and at the same time the national interest demands that as 
women as possible in this age group should be reproducing thet 
selves—producing babies instead of delivering them. 
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up from Moscow throughout the autumn. In November two 
persons arrested outside a circus for being drunk and disorderly 
turned out to be Russians ;,one of the revellers was employed 
by the Russian Legation. The arrest brought a violent Soviet 
Note of protest to the Finnish Foreign Office. This was followed 
by a dutiful howl from the Communist press against the “ reac- 
tionary” police force—which during the Arabia strike had done 
good work in maintaining order in the face of constant Com- 
munist provocation. j 

The vigilant Russians next discovered that the presentation of 
two plays (one of which had been withdrawn some months 
earlier) constituted an unfriendly act umder the peace treaty ; 
they could be interpreted as mocking Stalin and the new police 
state. Another Note was therefore delivered to the Finns, and a 
couple of weeks ago a second on the same theme was handed in. 
The Communist group in the Diet also returned to its well-worn 
complaint—the release of the “war criminals,” Messrs Tanner 
and Linkomies, former Ministers, whose staunch service to the 
democratic development of the young Finnish state makes them 
still dangerous to the ambitions of the extreme Left. The Social 
Democrat Government in reply pointed out the perfect legality 
of this action, and refused to be intimidated, even by allegations 
from Moscow radio that Finland had on several occasions recently 
broken the peace treaty. 

The Government had at the same time to withstand an ill- 
timed onslaught from the Agrarians, who are the majority party 
in the Diet. They forced a vote of confidence on almost the 
same issues as those on which the Communists attack the 
Government. In particular, they objected to the alleged attempts 
of the Social Democrats to get Sweden to join the western Powers. 
By this obscure tactical alliance with the Communists, however, 
they ensured not only that the Government received adequate 
support in its time of trial, but also that its position was actually 
strengthened. Thus the fall of the Fagerholm Government, which 
seemed likely before Christmas, is now not probable in the near 
future. This is the reassuring situation of Russia’s closest neigh- 
bour which Sweden is loth to disturb. 


* * * 


Economy in Lives 


The Registrar General’s preliminary figures for 1948 covering 
England and Wales continue and confirm a trend already recog- 


From The Economist of 1849 


January 27, 1849 


“ Absolute monarchy,” we are told by Hume, “ is the easiest 
death—the true Euthanasia of the British constitution.” He 
did not tell us at what period the decease is to take place ; 
but it is to be “after many convulsions and civil wars.” ... 
A greater philosopher than Hume, however, has now arisen, 
who . . . has assigned a period to “the glory and safety of 
the British Empire.” He has demonstrated that “the 
supremacy of the ocean is necessary to that safety and glory,” 
and is “essential to the preservation of Great Britain in the 
position she holds in the great family of nations.” .. . 

We are, however, amongst those who hope . . . that Mr. 
G. F. Young’s assumptions are erroneous. The numerous 
old saws he has quoted, to show that he who “commands 
the sea commands trade” . . . were better adapted to a 


condition of society, when trade more resembled piracy or 
plunder, than the reciprocal, mutual, and beneficial exchange 


it has now become. Under our much vaunted supremacy, 
the trade of the Americans has increased more than our own. 
Somewhat about half that trade, too, is carried on with Great 
Britain and her colonies, and will increase as we and our 
colonies flourish. Reciprocally, our trade and shipping, so 
much of which is connected with the United States, will 
increase as they flourish. The greatness of either, therefore, 
depends far less on her supremacy than on the prosperity of 
the other: and should the Americans ever surpass us in naval 
power, they will then no more injure or destroy a prosperity 
nearly identical with their own, than we have destroyed their 
prosperity . ...If we are wrong in supposing that our trade 
does not depend on our maintaining, high above other 
nations, the supremacy of the sea, and in believing that our 
greatness may be compatible with their greatness, as our 
supremacy has been compatible with the growth of the 
Americans, we must still maintain that there is something 
in a righteous cause and a sense of justice that will give 
energy to the will and aim of the nation, and enable it to 
defend itself. i 
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nisable. The death rate is down again to the record owt 


of 10.8 per thousand population, with a total of 470 aes 
The birthrate is still well above the immediate prewar Jeyg}: 
still farther above the slump figures of the earlier yoage- 
the number of births has dropped steeply since 1947—ar 

the total is down by 12 per cent. Current births genom 
outweigh current deaths, but whether they achieve the a 
more significant balance between present and future reproducs 
age-groups is another question. After two decades of insuffice 
this all-important replacement ratio, the effective reprody 
rate, did draw level in the immediate postwar years ; it is yirm 
certain that when the necessary calculations have been g t 
will now prove to have fallen back well below unity. This i 
no more than most demographers have expected, 


If the broad lines of the picture are less encouraging than 
have been over the last few years, there is plenty of material 
satisfaction in the details. At 34 per thousand related bj 
the infant mortality rate is the lowest ever recorded, 40 per cm 
down on the prewar figure and 17 per cent better than in th 
previous year. Stillbirths, at 23 per thousand total births, ar 
also at a record low level. Experience elsewhere in the world. 
notably in New Zealand—shows that there is still room fq 
improvement ; a judgment very obviously borne out, indeed, by 
the well-known discrepancies between the fortunate and the mp. 
fortunate areas and social classes in the United Kingdom itself 
But to have achieved such an economy of life, such a saving jn 
human suffering and distress, in so short a time and in spite ¢ 
material handicaps so severe as those under which Great Britain 
now labours, is something to be proud of. How the credit should 
be divided between medical progress, better education, the growth 
of the social services, the virtual abolition of gross poverty and the 
concomitant ending of gross malnutrition, it is impossible to gay. 
Certainly all have played a part. Jeremiads concerning th 
nation’s diet look remarkably silly in this context. Indeed, it 
would be hard to find a better prima facie justification for th 
policy of bread before cake, of “fair shares,” and of prolonging 
the siege economy into the years of peace, than is provided 
by this simple index of general material wellbeing. It is no 
proven that the same results might not have been gained, and 
more solidly established, at a lesser cost in other economic and 
human values. But credit should be given where credit is due, | 
However else these gains might have been achieved, achieved 
they have been, and those responsible for them have the right 
to s¢e their success acknowledged by their critics. 


* * * 


More Midwives 


The trend of the birthrate has a direct relevance to the supply 
of and demand for midwives, whose scarcity is discussed in the 
working party’s report published this week (HMSO, 2s. 6d). 
The working party, after consultation with the secretary of’ the 
Royal Commission on Population and other authorities, estimates 
that the number of Jive and still births will fall from the high 
figure of 908,460 in 1947 to 780,c00 in 1949, 730,000 in each of 
the years 1950-52 and 680,000 in 1953 and 1954. On the face 
of it, this should mean that the present shortage of midwives 
would disappear. In practice, however, this will not happel 
The working party points out that whereas a department com 
mittee found in 1929 that the 14,479 midwives then available | 
England and Wales were too numerous to deal with the 654172 
births registered in that year, in 1945 16,374 midwives were quite 
inadequate to deal with 688,270 births. 


The reason for this discrepancy is clear. Standards of midwifery 
practice have improved greatly since 1929. Ante-natal work and 
post-natal visiting were then largely unknown. The 1929 cofl- 
mittee regarded 100 cases a year for a midwife as a far-off ideal; 
the working party proposes a case load of §5 births a year a 
the maximum for urban areas if proper attention to mother 
baby is to be given. This improvement in standards is reflected 
in the Registrar-General’s returns—in improved maternal and 
infant mortality rates and in fewer stillbirths. But the fall m 
the birthrate during the "thirties is having its effect now on the 
number of women available to supply the demands of mite 
of all other professions and the many other demands on womaf 
power. By 1951 the number of women aged 15-40 will have 
declined by 374,000 compared with 1946. Yet it is estimated 
that the professions alone need at least 30,000 new rectuils 
each year, far more if allowance is made for wastage in training, 
and at the same time the national interest demands that as mafly 
women as possible in this age group should be reproducing them- 
selves—producing babies instead of delivering them. 
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To the layman, the working party’s recommendations for sim- 
plifying and improving the midwife’s training and for improving 
her working conditions seem very sensible. But it has to be 
realised that midwifery represents one more demand on a shrink- 
ing pool of women. Probably, it has as high a claim to priority 
as amy; it is literally a vital service. Moreover, its estimated 
annual requirements of recruits—2,100—are small compared with, 
say, the 15,000 new nurses needed each year or the 10,750 women 
teachers. But it is a priority which, as the working party 
shows, officials and the general public have been very slow to 
recognise. 


Shorter Notes 


A more conciliatory trade policy is now expected from the 
Argentine Government, deprived of the services of Senor 
Miranda, who has resigned as president of the National Economic 
Council. It now seems certain that Buenos Aires, and not London, 
will be the scene of negotiations for a new trade pact between 
Britain and Argentina to replace the Andes Agreement which 
expires at the end of March. 


* 


One can only guess at the number of people who, more or less 
conscientiously blindfold, have during the past week been ab- 
sorbing pats of butter and margarine in an endeavour to confute 
Dr Edith Summerskill. No very useful conclusion is likely to 
emerge. One can distinguish some butter from margarine only too 
easily by the peculiarly cheesy flavour of its nastiness, some mar- 
garine from butter by a nastiness suggesting the mineral rather 
than the animal or vegetable, One can, and generally does, en- 
counter both margarine and butter blandly and innocently devoid 
of any taste whatever, mere lubricant or insulator between the toast 
and the marmalade. One can, only too rarely, meet butter that 
is butter really, butter worthy of a lordly dish and no more 
resembling its pallid ersatz than fresh raspberries resemble rasp- 
berry jujubes. Possibly a long course of indistinguishable greases 


Letters to 


Trade Union Strength 


Sirn—Mr Gray’s letter on trade union strength in The Economist 
of January 1sth is based on an unsupported assertion that the 
existence of many small units is a sign of a desirable spirit of 
independence. May I suggest that the structure of the Trade 
Union Movement is not entirely a matter of the spirit existing 
among those responsible for its formation and maintenance, but 
rather of the functions it is called upon to perform and the 
structure of the industrial society of which it is a part. 

To deal with the iatter point first—the kind of union which 
was ideally fitted to conduct a wage struggle with the master 
builders of Leeds a century ago (when Wimpey’s and McAlpines 
were unheard of) might well find itself in difficulties in persuading 
the descendants of those builders that wage rates in their town 
need not bear any relation to wages in the rest of Great Britain. 

As a matter of fact, in the major industries, it was the employers’ 
associations which first achieved national unity and large-scale 
organisation. Even today concentration in many industries is 
much greater among employers than on the TU side—e.g., ICI’s 
share of the chemical industry is much greater than is that of the 
Transport and General Workers’ Union (with the largest member- 
ship in the industry) of the trade union membership within 
chemicals, a position which in my opinion weakens the position 
of the workers vis @ vis the employers. 

To deal with wage negotiations in industries having a large 
number of interested unions the machinery of federation or con- 
federation becomes necessary, and while not suggesting that their 
negotiating power is weak, I do suggest that the mechanism of 
necessity works more slowly than a single large union. More- 
over, an additional stage is interposed between the mam at the 
bench and his employer’s organisation. My own experience does 
not suggest that the smaller unions are more effective in over- 
coming this difficulty than the_ larger. - 

Mr Gray’s claim that officers in a small union are able to kee 
tloser contact with the members is not necessarily true. In the 
four northern counties the union I serve is able, because of its 
pumerical strength, to maintain 21 officials stationed at seven 
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will end in making real buttery butter unpalatable to the genera) 
public ; and then Dr Summerskill will be able to continue, without 
further heckling, triumphantly to pander to an acquired distaste 


* 
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Mr Gomulka, denounced by his colleagues as a Titoist ang 
deprived of his office as general secretary of the Polish Y 
(Communist) Party, has fallen a storey further from grace; Ay 
Vice-Premier of Poland he has been succeeded by a Comipiform 
star, Brigadier General Zawadzki ; and as Minister for Recovered 
Territories he has been dispensed with, presumably because 'thog 
former German territories have now been officially incorpobated 
by the Polish Parliament—the Potsdam agreement notwithstand. 
ing. Yet he remains on the central committee of the new ang 
dominant United Workers’ Party (produced from a merger of 
Socialists and Communists) and is vice-president of the Supreme 
National Control Council. This, in spite of the fact that he has 
withdrawn the confession of “nationalistic deviation” which he 
was forced to make to a Party meeting last August and remain 
something of a Titoist. . 


The dramatic appeal made by King Paul to all Greek political 
leaders to form a “ united Government of national salvation” has 
not had especially dramatic results. Mr Sophoulis is still Prime 
Minister and Mr Tsaldaris Foreign Minister. . Yet the former 
Liberal-Populist coalition has been broadened by the inclusion of 
two members of Mr Canellopoulos’s Unionist Party and three 
members of Mr Markezinis’ New Party ; and the new Deputy 
Premier is a non-party man, Mr Diomidis, who is a distinguished 
economist and financier. For once Greek Cabinet Ministers have 
been chosen for their administrative ability rather than for their 
political labels. Even if the King’s appeal has not led to an 
all-party Government it may have brought Greek politicians to a 
fuller appreciation than they have shown in the past of the 
“ critical moments ” through which their country is passing. They 
cannot ignore the obvious signs that the people are nearly at the 
end of their patience with politicians. 


the Editor 


different offices. By contrast, the Slaters’ Union, with a mem- 
bership of 1,400 spread over England and Wales, maintains one 
full-time officer. 

Nor can the claim that small unions as such devote more attét- 
tion to ensuring high standards of workmanship stand. It can be 
argued that craft unions as a whole do this as against the indus 
trial or general workers’ unions, but among the larger trade unions 
are to be numbered some of our oldest and most respected craft 
unions. The co-operation of those unions in the drive for 
improved technical education and training has been a very pleasing 
feature during the years of reconstruction. 

If Mr Gray believes that the officials of the union are out of 
touch with the rank and file, he must show that a greater propér- 
tion of its membership do in fact take part in unofficial strikes 
than is the case among any of the smaller unions. It is difficult 
to get the mecessary information, but the Ministry of Labour 
Gazette returns do not indicate, over the years 1945-1948 that we 
have the highest proportion of unofficial strikers—the honour goes 
to an industry in which some 40 unions are concerned, at least 30 
of them being among the smaller unions and of craft type. 

Finally, the press, of all colours, invokes the unions to concem 
themselves with new functions—higher production being the 
aim. ‘The workers must take a wider view—cease to act purely 
in their class interests, and so on. Agreed—and to get over 
the rank and file the programme accepted by the leaders of the 
unions, time must be devoted to education and to research i 
order that the man at the bench may play his part. Can the small 
union possibly finance adequately over the next few years depaft- 
ments capable of equipping their members to carry out the new 
functions effectively in the interests, not only of trade unionism, 
but of the community as a whole ? 

The blunt truth is that it is among the larger unions in th¢ 
main that any serious attempt is being made to change trade union 
thinking from that of the nineteenth century to that required by 
this modern age. An examination of TU expenditures per head 
on education and research will confirm this statement.—Youts 
faithfully, S. C. Hits, Area Secretary. 

Transport and General Workers’ Union, 


28 Osborne Road, Newcastle-on-Tyne, 2 
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Germany and the Powers 


Sir,—The quotation from Luther to the effect that “we are 
all of us sinners” would somehow have seemed more felicitous 
if it had not appeared at the end of a letter from Frankfurt 
alleging that “certainly World War II was the consequence of 
the aggressive peace after World War I,” and thus attempting to 
shift the entire blame for Germany’s aggression on to non-German 
shoulders. 


Mr Merton’s letter is full of distortions of the truth ; perhaps 
the gravest one is the allegation that the “fourteen points” con- 
stituted a “ promise to be good” on the part of the victorious 
allies: a promise which was then broken. . Some of us did hope 
that this and other of the older chestnuts of Goebbels’ propaganda 
had been interred with the Doktor. It seems we were too 
optimistic. 

President Wilson’s fourteen points were not a “ promise” to 
anyone. Even if they had been, the answer to them of Germany’s 
rulers was clear enough: the Treaty of Brest-Litovsk. If, for 
Mr Merton, Versailles is “aggressive,” perhaps he has a suitable 
word for Brest-Litovsk ; at any rate Wilson, on April 16, 1918, 
said: “I am ready to discuss a fair, just and honest peace at any 
time it is sincerely proposed. But the answer, when I proposed 
such a peace, came from the German commanders in Russia, 
and I cannet mistake the meaning of the answer. I accept the 
challenge: Germany has once more said that force and force alone 
shall decide.” 

One hears so much from postwar German propagandists of 
promises allegedly made to Germany and allegedly broken ; but 
I have always found my German friends afflicted with a sudden 
shyness when asked to name specific promises and specific 
breaches. Perhaps Mr Merton would care to tell us exactly 
what President Wilson did promise to Germany, and exactly how 
the Allies failed to honour these promises ? (He might like to 
start with the example of Poland, where the fourteen points were 
overruled in favour of Germany.) Or perhaps he would name 
specific promises made to Germany by the Allies after World 
War II that have not been honoured ?—Yours faithfully, 


3 Melbury Avenue, Fevix LANG 
Norweod Green, Middlesex 


The Eye Service 


Sirn—I would like to comment on the remarks on the Eye 
Service in your issue of January 15th. It is quite incorrect to 
state that “ many opticians and doctors are known to be spending 
less than half an hour per eye examination on an average.” I 
cannot speak for the doctors, but the optical profession has 
always maintained that half an hour is mecessary on an average 
for an adequate examination of the eyes, and in fact many patients 
need 45 minutes or longer. There is no evidence to suggest that 
ophthalmic opticians are taking less than half an hour on an 
average, and there is every reason to believe that the great 
majority of ophthalmic opticians are doing their work extremely 
well, and are maintaining the highest standards of the optical 
profession, 

About three million patients had their eyes examined in the 
first six months of the Health Service, so if the work had been 
spread out evenly among the 7,000 ophthalmic medical practitioners 


191 


and ophthalmic opticians on the approved list the work could 
have been handled easily. In the eye departments of hospitals, 
long queues and hasty work have, unfortunately, been all too 
common, but this has been due mainly to bad organisation rather 
than to lack of available trained staff.» Now that it has become 
the responsibility of the regional hospital boards, and ophthalmic 
opticians will be working in the eye departments of hospitals in 
accordance with recent instructions issued by the Ministry of 
Health, there is no reason why the hospital eye departments 
should not be run efficiently, with littl or no waiting, and with 
every patient receiving a full and adequate ¢ye examination [ast- 
ing half an hour or longer if necessary.—Yours faithfully, 


S. BLAck, 
Director, Information Bureau, Association of Optical 


Practitioners 
65, Brook Street, London, W.1 


Tea Consumption 


Str,—I refer to a statement in the article entitled “ Free Dealing 
in Tea ?” appearing in your issue of January 1sth, viz. : 

The present weekly ration of tea is two ounces ; before the 
war, consumption averaged 2.9 ounces a week. 

May I suggest this antithesis is liable to misinterpretation by 
the ordinary reader who may not recognise that two separate issues 
are involved and gain the immediate impression that average con- 
sumption of tea in this country has fallen from 2.9 oz. to 2 oz. per 
head, a decline of over 30 per cent. This is not so as the figure 
of 2 oz. does not include the very considerable consumption in 
canteens, catering establishments, etc., reflected in the figure of 
2.9 02. 

Total consumption in 1947 averaged 2.65 oz. per week taken 
over the whole population. The 1934-38 average on total popula- 
tion was more nearly 2.85 oz. per week, and thus the per capita 
decline has been about 7 per cent only. 

The article further states that “ it is considered that ... current 
civilian demand, unrationed, would average only 2.6 oz. a week” 
but as already mentioned, the consumption, as it was, slightly 
exceeded this figure in 1947, so that it would seem that unrationed 
demand must be distinctly above 2.6 oz.—Yours faithfully, 


R. D. Morrison 


The International Tea Committee Secretary 


Mr Hindley in 1849 


Sir,—Your extract from The Economist of January 13, 1849, 
refers to an earlier Mr Hindley, who was under fire for making 
the not unreasonable suggestion that the working day in the 
mills be uniformly reduced from fifteen to ten hours. 

I would like to assure your readers that it was not I who 
advocated in 1849, any more than I would teday, the regulation 
of industry “ by the goose-step of military discipline.” 

Let us hope that, even now, the gloomy prognostiscations of 
your predecessor may remain unfulfilled, and that the cotton 
manufacture will continue to flourish in Lancashire.—Yours 
faithfully, H. R. HinpLey 


Chairman, Raw Cotton Commission, Liverpool 





Just Published 
England and Germany 


AFFINITY AND CONTRAST 
By Professor HERMANN LEVY 


This, the last book to be written by Hermann Levy before his 
death, traverses a much wider range of subjects than is to be 

in his other writings. In England and Germany he gives an astonish- 
ing display of erudition not only in his chosen subject of Economics 
but also in Music, History, Literature, Religion and Philosophy. 
Possibly no other writer could have made this remarkable comparison 
of the two countries as Levy has made it, and it is fitting that the 
final work of a long and distinguished career should reveal the 
author as a man of varied interests, taking pledsure in all the noble 
things of life, Price 7/6 


THE THAMES BANK PUBLISHING CO., LTD. 
1773 London Road, Leigh-on-Sea, ESSEX 















THE “COMING HOME” POLICY 


is specially designed to meet the present urgent need 
for a flexible contract. 


Please ask for the fully descriptive leaflets 


we 
NATIONAL PROVIDENT INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
——ESTABLISHED 1835———~ 


48 Gracechurch Street, London, E.C.3 
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“Crown; 
Colonist 


FOR ALL CONCERNEDIN THE TRADE AND DEVELOPMENT OF 
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SINGAPORE SIERRA LEONE MALTA ADEN 
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Colonia! Powers Should Now “‘ Unscramble” Africa 
Political barriers to effective co-operation 


Air Surveys to Expedite Colonial Development 
Technical aid which commercial companies can offer 


Plans for Holiday Camps in the West Indies 
Details of Butlin’s Bahamas project 


Increased Cotton Production in British Africa 
A practical proposition with improved methods 


Tanganyika Groundnuts Scheme Under Fire 
Increasing doubts about its soundness 


Royal Society of Arts and the Commonwealth 
Pioneer efforts to stimulate Colonial production 


Four-Year Plan—Far Sight or Fiction? 
Searching comments on Britain’s economic programme 


CURRENT EVENTS, ILLUSTRATED 
Over 70 interesting, informative and well-reproduced photographs 
ROUND THE COLONIAL EMPIRE 
Despatches from Correspondents and news in brief 
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Speaking Phone cails ; staff conference ; interview with a V.i.P.—all these 
before you get down to your letters—and then you find it is your 


Confidentially secretary's lunch time. Annoying? Yes! But it need not be 
if you have a “ Recordon."’ With the “ Recordon”’ you can 


THE ‘CODIT’ dictate letters at your own convenience, with maximum concen- 
DISC—an added “tration and in minimum time. For corrections whilst dictating, 
refinement — 4 press-button contro! on the machine automatically erases errors. 
gives you com- — Your letters, magnetically recorded on paper discs, can be 
plete secrecy : 


transcribed by any typist—or they can be posted and played by 


the recipient,“ Recordon “’ ensures the highest office efficiency. 
It's worth investigating. 


See 
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40OW COST DICTATING: MACHINE 


where desired. 
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Protected by British and Foreign Patents 
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THERMIONIC PRODUCTS LTD. 
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and now... 





Volume Il 
of 


AR MEMOIRS 


(MAY 1940 —JANUARY 1941) 


The story of Britain in her finest hour 
... how the British held the fort alone. 


“The Memoirs of Churchill stand by themselves. 
As history they are accurate and objective; as 
autobiography they rank with the many great 
self - portraits which the English genius for 
intimacy has produced ; as literature they are 
models of composition, variety and style.” 


~—— Harold Nicolson (in his review of Vol. PD) 


appearing exclusively in 


— Ghe Dailp Telegraph 


commencing February 4th 


; 


Order your copy TODAY— 
Your newsagent CAN supply you 
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AMERICAN SURVEY 





Illinois Tests the Liberals 


(From a Correspondent in Illinois) 


N January roth Mr Adlai Stevenson, the diplomat turned 
administrator, took office as thirty-first Governor of 
Illinois. To all who heard him deliver his inaugural address at 
Springfield it was clear that he was apprehensive. There was 
ample reason. Governor Stevenson, a liberal internationalist, 
was succeeding Mr Dwight Green, a conservative isolationist, 
in a state that has been traditionally conservative and isolationist 
and where the dominant intellectual current has more often than 
not flowed from Colonel Robert McCormick and his reactionary 
Chicago Tribune. Governor Green was Colonel McCormick’s 
man. Against this background, and with all the apparent odds 
against him, Mr Stevenson went into the elections of last 
November and defeated his Republican opponent by the largest 
majority ever accorded a candidate for Governor of Ilinois. 

Mr Stevenson’s victory was the product of many factors. A 
series of mine accidents in the southern Illinois coal fields 
disclosed a scandal in Governor Green’s mine safety administra- 
tion and cost him the votes of the mining counties (see The 
Economist of April 12, 1947). Labour was officially divided: 
the more conservative American Federation of Labour declared 
for Mr Green because it thought he would win, while the Con- 
gress of Industrial Organisations campaigned for Mr Stevenson. 
The CIO did the better job of electioneering and, as the election 
showed, the AFL could not control the votes of its own members. 
Mr Stevenson attacked Governor Green’s do-nothing policy in 
education which has left Illinois, the second State in the union, 
forty-third out of the forty-eight in state aid to public schools. 
The attack was telling. 

The political split between urban Chicago and rural “down- 
state’ was less evident than usual. - Democratic Cook County 
(Chicago) produced an enormous majority for Mr Stevenson, 
thanks largely to the labour vote, but even downstate Illinois 
swung away from its normal Republican allegiance, partly 
because the farmers felt that Mr Dewey might cut farm price 
supports in a period when agricultural surpluses loomed ahead. 
One thing that did not appear in the Illinois campaign was the 
racial issue. The 409,000 Chicago Negroes voted predominantly 
for Mr Stevenson, but probably not in any appreciably greater 
proportion than the rest of the city. Mr Stevenson had another 
advantage. His excellent old Illinois family connections and 
background of family wealth made it possible for him to capture 
numerous Republican votes. through an ad hoc organisation 
called “ Republicans for Stevenson.” 

Finally, though foreign affairs played no great part in the 
campaign, the cold war with Russia made it apparent 
to most voters that the isolation of Col. McCormick, The 
Chicago Tribune, and Governor Green could not serve either 
the State or the nation in the middle of the twentieth century. 
Early in the campaign, Mr Stevenson’s important role in the 
negotiations attending the organisation of the United Nations 
had been reckoned a liability. It proved an asset. 

* 


Governor Stevenson did not ride to victory on Mr Truman’s 
Coat-tails-; his majority was 570,000, compared with a State 
Majority of 33,000 for President Truman. Mr Stevenson’s 
mandate is therefore complete. On the surface it would seem 
that his political horizon should be free of any cloud, the more 
So since the new administration inherits a surplus of $100 million 
accumulated by Governor Green. Yet the clouds are there, for 
though liberalism has a long tradition in Illinois, it is largely 
a tradition of opposition. Illinois liberals have made brilliant 
tecords as social critics. They have been less impressive as 
administrators—partly because they have lacked opportunity. 
Mr Stevenson’s hope is to rise above the party hacks of the 





Chicago Democratic machine in staffing his new administration, 
Yet in seeking to do this, where should he turn for administrators 
who are honest, experienced, efficient and liberal ? Failure to 
find them can wreck his regime, especially since he himself has 
had little experience of administration and since the task before 
him is exceptionally difficult. Yet there is no easy answer. 
Governor Stevenson took office with half of the important policy- 
forming posts of his administration still unfilled. So far his 
choices have been excellent, but a final judgment must wait until 
all the top appointments have been made. 

In addition, a liberal Governor always finds his mandate more 
difficult to carry out than a conservative. The conservative 
need only balance the State budget, hold down taxation, police 
the State with reasonable efficiency, see to it that existing 
laws are at least not too flagrantly violated, and keep his 
administration free from scandal. During the war _ it 
was easy for an Illinois Governor to build up a budget 
surplus. Many State expenses were reduced when thousands 
of State employees went into the armed forces or war industry, 
and when every activity not absolutely essential to the war effort 
was deferred. The acute shortages of materials during the years 
immediately following the war had the same effect. Mr 
Stevenson knows he will be judged in part by his ability. to 
balance the budget or produce a surplus as did Governor Green. 
Yet he must do much more than Mr. Green ever did, first 
because it is made imperative by his political liberalism and by 
the campaign promises which won him his mandate; second, 
because there is no longer a wartime “ do without ” psychology 
or shortage of materials to excuse him, and ground lost during 
the war must be recaptured. 

Two examples show the problem. Illinois highways deterio- 
rated badly when they were overtaxed by war transport and 
inadequately maintained because materials had to go elsewhere ; 
they must be restored to good condition, and few State functions 
are more expensive than large scale highway construction or 
repair. Few schools have been built since the war, and many 
teachers have moved to the neighbouring State of Indiana, 
because Indiana pays its teachers better. Yet most Illinois schooi 
districts, dependent primarily on the real estate tax for revenues, 
have reached the limit of their ability to pay. The only alterna- 
tive appears to be State aid to schools on a scale that will at 
least put Illinois on a basis comparable with other large and 
wealthy States. Governor Stevenson believes in, and has 
promised, such aid. Yet it will inevitably be expensive. 

In Llinois the State constitution forbids a State income tax, 
which is a major source of income in many States, The ultimate 
remedy lies in a constitutional amendment or a new State 
constitution, but for technical reasons this will take a long time, 
and in the meantime the new Governor faces the problem of 
getting the required funds, On the day he took office, school 
districts, local government units and other agencies had already 
drawn up requests, most of which would recur annually, for 
aid in excess of $300 million, three times as much as the surplus 
he inherited. Mr Green, the conservative, could simply have 
refused these requests. Mr Stevenson, the liberal, cannot take 
this easy way out. 

Few deny that Mr. Stevenson is intellectually the most 
brilliant Governor that Hlinois has had in the last fifty years. 
Whether Illinois liberals, accustomed to a role of opposition 
in which they have served ably as the conscience of State, 
can perform with equal effectiveness now that they must face 
the positive tasks of administration, is a question that only the 
future can answer. In the next four years American liberal 
government will face a real test in Illinois, 
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The State of the Market 


[FROM OUR US EDITORIAL STAFF] 


SincE the beginning of the year the state of the Union has been 
analysed in print, on the radio, and on public platforms by 
officials, from the President down, and by a host of unofficial 
professionals and amateurs. The market-place also has been 
making an estimate. Its judgment, recorded in the prices paid 
and received for goods and services, shows a state of mind 
substantially different from that of a few weeks ago. Ever since 
November 2nd it has reflected increasing doubt about the 
nation’s economic health. 

In the composite opinion of investors the desirability of 
owning shares in American business has diminished slightly. 
Share prices fell somewhat immediately after the election and 
have fluctuated in a very narrow range since then. But the 
decline has been small. Commodity prices reflect a litth more 
scepticism. Most of them have been falling quite persistently 
over the past several weeks, both at wholesale and at retail. 
But it is the price of long-term money that reflects the biggest 
change in attitude. In recent weeks there has been a significant 
bull market for high-grade bonds and preferred stocks, with 
tax exempt issues leading the way. The almost precipitous 
decline in yields reflects both political and economic considera- 
tions, 

The President, in his Economic Report, offered an unequivocal 
and unprecedented guarantee that long-term interest rates would 
remain low, thus giving the highest official authority to state- 
ments made earlier by the Secretary of the Treasury, Mr Snyder, 
and by Mr McCabe, the Chairman of the Federal Reserve Board. 
The Council of Economic Advisers supported the decision by 
according the management of the public debt a new standing 
as an end in itself: “Whatever plan we propose must fit into 
the pattern established by all other important and necessary 
policies of the government. Inflation is dangerous, and it is fed 
by our cheap money policy. But it would be reckless to modify 
that policy by changes which might create uneasiness about the 
national credit and disorder in financial markets at a time when 
the nation must support a vast public debt. A large part of the 
debt matures within a few months and must be refunded by new 
loans. Additions to it could be required by some new emer- 
gency.” Highest assurance is thus given that any deficiency of 
savings at current interest rates will be made up by central 
bank credit if necessary, and that holders of long-term govern- 
ment bonds can sell them to the Federal Reserve at unchanged, 
pegged prices if they wish to obtain funds. During the cam- 
paign some doubts had been raised about the future level of 
bond supports, and these were not resolved finally until the 
President spoke. 

Another political factor has been the evidence in the Budget 
that the Treasury will shortly lose most of its power to curtail 
the supply of money created by central bank purchase of long- 
term government issues. Whether or not taxes are raised, the 
cash surplus available for debt reduction in this calendar year 
will fall far short of the 1948 total. This revelation had been 
expected, but a bird in hand is more tangible than one believed 
to be in the bush. 

The same reasoning applies to proposals for new taxation. 
Higher tax rates had been expected, but the specific proposal 
of the President was important as confirmation. And his subse- 
quent insistence that increases in income taxes should be 
concentrated on individuals in the higher brackets and on 
corporations, including those with large incomes from invest- 
ments, made even clearer the new political climate to which 
business must adapt itself. 














““AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent”’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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While the new estimate of business prospects reflected by thy 
bond market could thus be explained by political developmen, 
a more fundamental change in outlook seems to be taki 
At least some investors of long-term funds expect, more ang 
more, that borrowing, which has declined sharply in recen: 
weeks, will remain low for some time. The expansion and 
improvement programmes of business have required a 
deal of financing during the last three years. Some of they 
programmes are being completed. Others are being held bag 
until there is more certainty both about the economic future agg 
the consequences of the unexpected Democratic capture gf 
Congress and the Presidency. Borrowing demand may alsg 
less in other areas. The trend of new housing const 
downward, and sales of older structures are declining. * 

There are questions about the future demand for short-temm 
as well as long-term funds. Inventories may not continue tog 
and the needs of the banks’ customers for financing may t 
somewhat smaller. This prospect may cause commercial 
which for several years have avoided long-term bonds, to resum 
their competition for such higher yielding investments, py. 
ticularly since Mr Truman’s guarantee has eliminated th 
risk of loss. 

The market for long-term funds may thus be taking a longer 
view of the state of the nation than can be explained by the 
President’s statement on bond supports and the arithmetic of 
the Budget. This possibility is substantiated by the movements 
on the commodity and share markets. Since the high rate d 
capital formation has been the most prominent constituent of 
the boom, this marked change is a particularly challenging 
feature of the current scene. 

Any interpretation of short-term fluctuations in market-place 
prices, however pronounced, can, of course, be no more than 
tentative. Markets are subject to quick changes of mind, and 
this is particularly true of markets affected by non-economic 
influences, and even by guesses and emotions about nom 
economic influences. Yet their movements constitute evidente 
which the analyst cannot ignore, for they reflect the opinions, 
strongly held, and backed by large sums, of great numbers.of 
people. Certainly the longer the movement of recent weeks 
continues, the more seriously it will have to be taken. 


American Notes 


Succouring the Other Half 


It is a measure of how far the United States has come in th 
past twelve years that while, at his inauguration in 1937, Mt 
Roosevelt saw the challenge to American democracy in terms 
one-third of his nation ill-housed, ill-clad, and ill-nourished, Mr 
Truman today finds it in the half of the world living in conditions 
approaching misery. The “fourth point” in his pledge of 
American action embodies the dreams of many Americans, of 
Mr Roosevelt, who, flying over Saudi Arabia, had a vision ot 
making the desert blossom, of Mr Wilkie, and of Mr Wallace, m 
his earlier incarnation. Today, Mr Wallace, once jeered at for pro- 
posing TVAs on the Danube and a “quart of milk for every 
Hottentot,” speaks in the very accents of a Taber, finding th 
Truman speech war-mongering and the surest guarantee of 
national bankruptcy. Among more responsible opinion in Wash 
ington, the only regret is that Mr Truman gave such firm and 
unconditional promises of military, economic, and technical aid 
that foreign nations may be tempted to slacken their own efforts, 

Hints of the new policy may be found in the Charter of the 
International Trade Organisation, with its pledges to undeveloped 
countries, and in Mr Truman’s speech two months ago to the 
Food and Agriculture Organisation. But in the absence of any 
certainty as to what the President has in mind, the Americaf 
response to what is called “this challenging new concept” has, 
in the main, been friendly, but wary. The creaking of the br 
partisan machinery can be heard very clearly in Senator Vandet- 
berg’s insistence that American resources are indeed limited, and 
existing plans should be completed before others are undertakea. 
The Secretary of State has now made it clear that this is a long- 
term project and that no blue-print has as yet been worked oul. 
In Mr Acheson’s opinion, the main significance of the Presidents 
ae. rooms lies in its use of material things as a means to greater 
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stantial dollar aid from the Government, even for a programme 
which, by raising living standards of the under-privileged half, 
promised to open up new markets for the Marshall countries as 
well as the United States. But Mr Acheson insisted that the 
purpose of Mr Truman’s plan is to create conditions in less 
developed areas which will make them attractive to private 
investors. Guarantees for private capital were one feature, 
but a bitterly disappointing one, of the Marshall Plan. Of 
$300 million set aside for such guarantees only $11 million 
has been taken up, virtually all by newspapers and magazines 
circulating abroad. As Mr. Harriman has pointed out, 
however, the Economic Co-operation Administration is the 
best available springboard for new departures. Partly this is 
because the ECA has $6,000,000 for technical assistance, though 
the fact must be faced that there are few American technicians 
available for foreign projects ; partly because of the “ counterpart 
funds” which might enable the Marshall countries to play a 
larger role than would otherwise be possible. Chiefly, though, it 
is because in their colonies the Marshall countries have sources 
of strategic materials for which, if they can be developed, there is 
a market in the American defence stockpile. Long-term contracts 
for these might provide a guaranteed market which would tempt 
both American capital and “ know-how ” abroad. The use of this 
device need not exclude others; if it did, it would limit the 
“world fair deal” to those who had something to sell, rather 
than stamping out, wherever they exist, the poverty and hunger 
which breed Communism. 


* * * 


Second Front for Social Security 


Congress 1s certain to approve most, if not all, of the Presi- 
dent’s requests for wider coverage and higher benefits under 
Federal unemployment, old-age, sickness and disability insurance 
schemes. But victory on the Congressional front may be quicker 
and more complete as a result of the second front which labour 
has opened by announcing that pensions and health benefits will 
be the rallying-point of the coming campaign for a fourth round 
of wage increases, instead of the incidentals that they have been 
in the past. Businessmen may resist the increased taxes involved 
in the Government scheme less strenuously than usual if they 
hope that it will provide an alternative to higher wages. Labour, 
however, insists that the scheme covers only a basic minimum of 
social security, and that there will still be need for additional 
benefits specially designed to suit conditions in individual 
companies and industries. 

The timing of the campaign for social benefits is probably 
dictated less by Congressional considerations than by the internal 
rivalries in the labour movement. Mr John Lewis gained the 
first victory in the welfare field some time ago and he has not 
allowed it to be forgotten. Longshoremen in New York won a 
similar victory for the American Federation of Labour by their 
strike at the end of the year and the Congress of Industrial 
Organisations hastened to climb aboard the battle-wagon by 
resolving at its recent convention to seek security through collec- 
tive bargaining. Actually, Mr Philip Murray, President of the 
CIO, has long been quietly negotiating for a welfare scheme for 
his Steel Workers’ Union; his contract with the US Steel 
Corporation can be reconsidered this summer and the negotiations 
are almost certain to become public before that. It was Mr 
Walter Reuther, the young hopeful of the CIO, who opened the 
second front by giving marching orders to his Automobile 
Workers’ Union two weeks ago and his choice of time for the 
announcement may have been influenced by his desire to safe- 
guard his union’s reputation as the spearhead of the CIO in the 
mass production industries. 

Social security has particular attraction at the moment as a 
Shield against the threatening economic storm. Welfare schemes 
are not only a protection in themselves ; employers may also be 
reluctant to suggest lowering pensions and health benefits when 
they would not hesitate to insist on wage reductions. There is, 
however, always a danger that the fierceness and duration of the 
storm may be accentuated by schemes which add to industry’s 
fixed costs and lessen the mobility of labour. 

The signs that the cost of living has definitely begun to fall, 
and that it will be difficult to warrant on the usual grounds this 
year the wage increases that have become an annual habit, give 
Social security schemes a special appeal for labour leaders, and is 
Probably the most important single reason why these schemes 
have come to the front at this point. The need to find new argu- 
ments to justify this year’s attack was recently demonstrated by the 
refusal of a labour arbirator to grant an increase of 10 cents an 
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hour to workers in a New England textile mill, a refusal which has 
led the CID Textile Workers’ Union to withdraw its demands 
for similar increases elsewhere. The arbitrator’s decision was 
governed by his belief that a wage increase would cause further 
unemployment where it is already noticeable, This gives point 
to labour’s fear that its bargaining position will be further 
weakened if unemployment maintains its current slight, but 
unmistakable, increase when fourth round negotiations become 
general. Mr Reuther must be relieved as well as pleased that 
labour can turn to “other urgent matters which inflationary 
pressures have forced into the background.” 


* * * 


Wages—Fourth Round and Minimum 


Hope of a straight wage increase, while relegated to the back- 
ground, has not been abandoned altogether, and the automobile 
workers have been told that they have a right to the same pur- 
chasing power which they had in June, 1946, when price controls 
were abolished. The Supreme Court has recently ruled that 
welfare schemes are a proper matter for collective bargaining, 
but a number of existing contracts can be reopened only on 
wage questions. In such cases, Mr Reuther recommends 
his local branches to demand wage increases to cover 
the cost of the welfare schemes as well as of the cost-of-living 
element ; the total would be about 30 cents an hour. The Ford 
Company is the first automobile concern with which wage nego- 
tiations are due, in the middle of May, and they are expected to 
.set the pattern for the whole industry and possibly for the whole 
fourth round. But, with conditions varying in different industries, 
a national pattern is much less probable this year than in the past. 

Meanwhile, hewever, the House of Representatives is giving 
priority to the President’s request fer an increase in the minimum 
wage from 40 to 75 cents and more in some cases. It may also 
be extended to certain classes of employees to whom it 
does not at present apply. The increase is justified by the 
rise in the cost of living since the legislation was originally 
passed, but it is unlikely that Congress will approve the 
full amount. Any increase will, nevertheless, disrupt the 
customary differentials between better-paid skilled work and the 
lower grades to which the legislation applies and may therefore 
lead to new demands for wage increases. As the result of a 
recent Supreme Court decision, this legislation has an inter- 
national application. The Court ruled that the Bermuda base, 
which the United States has leased from Britain, was an American 
possession within the meaning of the Wage-Hour Act. The 
Secretary of the Army has asked the Court to reconsider this 
ruling, on the grounds not only that it might disrupt the economy 
of places where such bases are situated, but that it might lead 
to lawsuits which would disclose the extent and purpose of the 
bases, to objections by foreign governments to the establishment 
of any new bases and even perhaps to forced abandonment of 
some existing ones. 


7 * * 


Post-Mortem on the Polls 


The revised edition of Dr George Gallup’s book, A Guide 
to Public Opinion Polls,* offers good hunting to those cruel 
enough to take advantage of the fact that it was issued before 
public opinion revised the position of the polls themselves. 
Among quotations likely to be deleted in a later revision is, for 
example, the statement that “in many situations—particularly 
those in which a substantial portion of the population fails to 
take the trouble to vote—the poll results might be even more 
accurate as a measure of public sentiment than the official 
returns.” The book is also a reminder of how heavily the 
“ pollsters” paid for disregarding their own principles. and past 
experience. In the book Mr Gallup warns his readers that the 
outcome of a close election cannot be predicted by the polls, 
and that accurate forecasts of the division in the Electoral 
College are quite impossible; yet on November 1st he cheerfully 
predicted the election of Governor Dewey by 49.5 per cent of 
the popular vote and a substantial majority in the Electoral 
College. 

An impartial investigation into the reasons why all the major 
polls went wrong has been made by a committee for the Social 
Science Research Council. Its report finds evidence of bad 
judgment, but not of bad faith, noting particularly that the 
“ pollsters ” failed to make clear to the public, and to remember 








* Princeton University Press. 1948. 117 pp. $2.50. 
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The State of the Market 


[FROM OUR US EDITORIAL STAFF] 


SincE the beginning of the year the state of the Union has been 
analysed in print, on the radio, and on public platforms by 
officials, from the President down, and by a host of unofficial 
professionals and amateurs. The market-place also has been 
making an estimate. Its judgment, recorded in the prices paid 
and received for goods and services, shows a state of mind 
substantially different from that of a few weeks ago. Ever since 
November 2nd it has reflected increasing doubt about the 
nation’s economic health. 

In the composite opinion of investors the desirability of 
owning shares in American business has diminished slightly. 
Share prices fell somewhat immediately after the election and 
have fluctuated in a very narrow range since then. But the 
decline has been small. Commodity prices reflect a littke more 
scepticism. Most of them have been falling quite persistently 
over the past several weeks, both at wholesale and at retail. 
But it is the price of long-term money that reflects the biggest 
change in attitude. In recent weeks there has been a significant 
bull market for high-grade bonds and preferred stocks, with 
tax exempt issues leading the way. The almost precipitous 
decline in yields reflects both political and economic considera- 
tions. 

The President, in his Economic Report, offered an unequivocal 
and unprecedented guarantee that long-term interest rates would 
remain low, thus giving the highest official authority to state- 
ments made earlier by the Secretary of the Treasury, Mr Snyder, 
and by Mr McCabe, the Chairman of the Federal Reserve Board. 
The Council of Economic Advisers supported the decision by 
according the management of the public debt a new standing 
as an end in itself: “Whatever plan we propose must fit into 
the pattern established by all other important and necessary 
policies of the government. Inflation is dangerous, and it is fed 
by our cheap money policy. But it would be reckless to modify 
that policy by changes which might create uneasiness about the 
national credit and disorder in financial markets at a time when 
the nation must support a vast public debt. A large part of the 
debt matures within a few months and must be refunded by new 
loans. Additions to it could be required by some new emer- 
gency.” Highest assurance is thus given that any deficiency of 
savings at Current interest rates will be made up by central 
bank credit if necessary, and that holders of long-term govern- 
ment bonds can sell them to the Federal Reserve at unchanged, 
pegged prices if they wish to obtain funds. During the cam- 
paign some doubts had been raised about the future level of 
bond supports, and these were not resolved finally until the 
President spoke. 

Another political factor has been the evidence in the Budget 
that the Treasury will shortly lose most of its power to curtail 
the supply of money created by central bank purchase of long- 
term government issues. Whether or not taxes are raised, the 
cash surplus available for debt reduction in this calendar year 
will fall far short of the 1948 total. This revelation had been 
expected, but a bird in hand is more tangible than one believed 
to be in the bush. 

The same reasoning applies to proposals for new taxation. 
Higher tax rates had been expected, but the specific proposal 
of the President was important as confirmation. And his subse- 
quent insistence that increases in income taxes should be 
concentrated on individuals in the higher brackets and on 
corporations, including those with large incomes from invest- 
ments, made even clearer the new political climate to which 
business must adapt itself. 












““AMERICAN SURVEY” is drawn from three 
sources, Articles described as ‘‘From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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While the new estimate of business prospects reflected by the 
bond market could thus be explained by political developmen, 
a more fundamental change in outlook seems to be taki 
At least some investors of long-term funds expect, more an 
more, that borrowing, which has declined sharply in 
weeks, will remain low for some time. The expansion and 
improvement programmes of business have required a great 
deal of financing during the last three years. Some of 
programmes are being completed. Others are being held bag 
until there is more certainty both about the economic future anj 
the consequences of the unexpected Democratic capture of 
Congress and the Presidency. Borrowing demand may algo 
less in other areas. The trend of new housing construction) 
downward, and sales of older structures are declining. " 

There are questions about the future demand for short-term 
as well as long-term funds. Inventories may not continue totige 
and the needs of the banks’ customers for financing may. be 
somewhat smaller. This prospect may cause commercial 
which for several years have avoided long-term bonds, to resume 
their competition for such higher yielding investments, pg. 
ticularly since Mr Truman’s guarantee has eliminated th 
risk of loss. 

The market for long-term funds may thus be taking a 
view of the state of the nation than can be explained by 
President’s statement on bond supports and the arithmetic of 
the Budget. This possibility is substantiated by the movemeny 
on the commodity and share markets. Since the high rate of 
capital formation has been the most prominent constituent of 
the boom, this marked change is a particularly challenging 
feature of the current scene. 

Any interpretation of short-term fluctuations in market-plae 
prices, however pronounced, can, of course, be no more than 
tentative. Markets are subject to quick changes of mind, and 
this is particularly true of markets affected by non-economic 
influences, and even by guesses and emotions about nom 
economic influences. Yet their movements constitute evidente 
which the analyst cannot ignore, for they reflect the opinions, 
strongly held, and backed by large sums, of great numbersof 
people. Certainly the longer the movement of recent weeks 
continues, the more seriously it will have to be taken. 


American Notes 


Succouring the Other Half 


It is a measure of how far the United States has come in the 
past twelve years that while, at his inauguration in 1937, Mi 
Roosevelt saw the challenge to American democracy in terms,of 
one-third of his nation ill-housed, ill-clad, and ill-nourished, Mr 
Truman today finds it in the half of the world living in conditions 
approaching misery. The “fourth point” in his pledge of 
American action embodies the dreams of many Americans, o 
Mr Roosevelt, who, flying over Saudi Arabia, had a vision 6 
making the desert blossom, of Mr Wilkie, and of Mr Wallace, m 
his earlier incarnation. Today, Mr Wallace, once jeered at for pro 
posing TVAs on the Danube and a “quart of milk for every 
Hottentot,” speaks in the very accents of a Taber, finding the 
Truman speech war-mongering and the surest guarantee 
national bankruptcy. Among more responsible opinion in Wash- 
ington, the only regret is that Mr Truman gave such firm and 
unconditional promises of military, economic, and technical aid 
that foreign nations may be tempted to slacken their own efforts, 

Hints of the new policy may be found in the Charter of the 
International Trade Organisation, with its pledges to undeveloped 
countries, and in Mr Truman’s speech two months ago to the 
Food and Agriculture Organisation. But in the absence of any 
certainty as to what the President has in mind, the’ Americaf 
response to what is called “this challenging new concept” has, 
in the main, been friendly, but wary. The creaking of the bi 
partisan machinery can be heard very clearly in Senator Vandet- 
berg’s insistence that American resources are indeed limited, and 
existing plans should be completed before others are undertake. 
The Secretary of State has now made it clear that this is a long- 
term project and that no blue-print has as yet been worked out 
In Mr Acheson’s opinion, the main significance of the President’s 
ate bern lies in its use of material things as a means to greater 
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stantial dollar aid from the Government, even for a programme 
which, by raising living standards of the under-privileged half, 
promised to open up new markets for the Marshall countries as 
well as the United States. But Mr Acheson insisted that the 
purpose of Mr T ruman’s plan is to create conditions in less 
developed areas which will make them attractive to private 
investors. Guarantees for private capital were one feature, 
but a bitterly disappointing one, of the Marshall Plan. Of 
$300 million set aside for such guarantees only $11 million 
has been taken up, virtually all by newspapers and magazines 
circulating abroad. As Mr. Harriman has pointed out, 
however, the Economic Co-operation Administration is the 
best available springboard for new departures. Partly this is 
because the ECA has $6,000,000 for technical assistance, though 
the fact must be faced that there are few American technicians 
available for foreign projects ; partly because of the “ counterpart 
funds” which might enable the Marshall countries to play a 
larger role than would otherwise be possible. Chiefly, though, it 
is because in their colonies the Marshall countries have sources 
of strategic materials for which, if they can be developed, there is 
a market in the American defence stockpile. Long-term contracts 
for these might provide a guaranteed market which would tempt 
both American capital and “ know-how ” abroad. The use of this 
device need not exclude others; if it did, it would limit the 
“world fair deal” to. those who had something to sell, rather 
than stamping out, wherever they exist, the poverty and hunger 
which breed Communism. 


* * * 


Second Front for Social Security 


Congress is certain to approve most, if not all, of the Presi- 
dent’s requests for wider coverage and higher benefits under 
Federal unemployment, old-age, sickness and disability insurance 
schemes. But victory on the Congressional front may be quicker 
and more complete as a result of the second front which labour 
has opened by announcing that pensions and health benefits will 
be the rallying-point of the coming campaign for a fourth round 
of wage increases, instead of the incidentals that they have been 
in the past. Businessmen may resist the increased taxes involved 
in the Government scheme less strenuously than usual if they 
hope that it will provide an alternative to higher wages. Labour, 
however, insists that the scheme covers only a basic minimum of 
social security, and that there will still be need for additional 
benefits specially designed to suit conditions in individual 
companies and industries. 

The timing of the campaign for social benefits is probably 
dictated less by Congressional considerations than by the internal 
rivalries in the labour movement. Mr John Lewis gained the 
first victory in the welfare field some time ago and he has not 
allowed it to be forgotten. Longshoremen in New York won a 
similar victory for the American Federation of Labour by their 
strike at the end of the year and the Congress of Industrial 
Organisations hastened to climb aboard the battle-wagon by 
resolving at its recent convention to seek security through collec- 
tive bargaining. Actually, Mr Philip Murray, President of the 
CIO, has long been quietly negotiating for a welfare scheme for 
his Steel Workers’ Union; his contract with the US Steel 
Corporation can be reconsidered this summer and the negotiations 
are almost certain to become public before that. It was Mr 
Walter Reuther, the young hopeful of the CIO, who opened the 
second front by giving marching orders to his Automobile 
Workers’ Union two weeks ago and his choice of time for the 
announcement may have been influenced by his desire to safe- 
guard his union’s reputation as the spearhead of the CIO in the 
mass production industries. 

Social security has particular attraction at the moment as a 
Shield against the threatening economic storm. Welfare schemes 
are not only a protection in themselves ; employers may also be 
reluctant to suggest lowering pensions and health benefits when 
they would not hesitate to insist on wage reductions. There is, 
however, always a danger that the fierceness and duration of the 
storm may be accentuated by schemes which add to industry’s 
fixed costs and lessen the mobility of labour. 

The signs that the cost of living has definitely begun to fall, 
and that it will be difficult to warrant on the usual grounds this 
year the wage increases that have become an annual habit, give 
Social security schemes a special appeal for labour leaders, and is 
Probably the most important single reason why these schemes 
have come to the front at this point. The need to find new argu- 
Ments to justify this year’s attack was recently demonstrated by the 
refusal of a labour arbirator to grant an increase of ro cents an 
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hour to workers in a New England textile mill, a refusal which has 
led the CID Textile Workers’ Union to withdraw its demands 
for similar increases elsewhere. The arbitrator’s decision was 
governed by his belief that a wage increase would cause further 
unemployment where it is already noticeable, This gives point 
to labour’s fear that its bargaining position will be further 
weakened if unemployment maintains its current slight, but 
unmistakable, increase when fourth round negotiations become 
general. Mr Reuther must be relieved as well as pleased that 
labour can turn to “other urgent matters which inflationary 
pressures have forced into the background.” 


* * * 


Wages—Fourth Round and Minimum 


Hope of a straight wage increase, while relegated to the back- 
ground, has not been abandoned altogether, and the automobile 
workers have been told that they have a right to the same pur- 
chasing power which they had in June, 1946, when price controls 
were abolished. The Supreme Court has recently ruled that 
welfare schemes are a proper matter for collective bargaining, 
but a number of existing contracts can be reopened only on 
wage questions. In such cases, Mr Reuther recommends 
his local branches to demand wage increases to cover 
the cost of the welfare schemes as well as of the cost-of-living 
element ; the total would be about 30 cents an hour. The Ford 
Company is the first automobile concern with which wage nego- 
tiations are due, in the middle of May, and they are expected to 
set the pattern for the whole industry and possibly for the whole 
fourth round. But, with conditions varying in different industries, 
a national pattern is much less probable this year than in the past. 

Meanwhile, hewever, the House of Representatives is giving 
priority to the President’s request for an increase in the minimum 
wage from 40 to 7§ cents and more in some cases. It may also 
be extended to certain classes of employees to whom it 
does not at present apply. The increase is justified by the 
rise in the cost of living since the legislation was originally 
passed, but it is unlikely that Congress will approve the 
full amount. Any increase will, nevertheless, disrupt the 
customary differentials between better-paid skilled work and the 
lower grades to which the legislation applies and may therefore 
lead to new demands for wage increases. As the result of a 
recent Supreme Court decision, this legislation has an inter- 
national application. The Court ruled that the Bermuda base, 
which the United States has leased from Britain, was an American 
possession within the meaning of the Wage-Hour Act. The 
Secretary of the Army has asked the Court to reconsider this 
ruling, on the grounds not only that it might disrupt the economy 
of places where such bases are situated, but that it might lead 
to lawsuits which would disclose the extent and purpose of the 
bases, to objections by foreign governments to the establishment 
of any new bases and even perhaps to forced abandonment of 
some existing ones. 


* * ” 


Post-Mortem on the Polls 


The revised edition of Dr George Gallup’s book, A Guide 
to Public Opinion Polls,* offers good hunting to those cruel 
enough to take advantage of the fact that it was issued before 
public opinion revised the position of the polls themselves. 
Among quotations likely to be deleted in a later revision is, for 
example, the statement that “in many situations—particularly 
those in which a substantial portion of the population fails to 
take the trouble to vote—the poll results might be even more 
accurate as a measure of public sentiment than the official 
returns.” The book is also a reminder of how heavily the 
“ pollsters ” paid for disregarding their own principles. and past 
experience. In the book Mr Gallup warns his readers that the 
outcome of a close election cannot be predicted by the polls, 
and that accurate forecasts of the division in the Electoral 
College are quite impossible; yet on November rst he cheerfully 
predicted the election of Governor Dewey by 49.5 per cenc of 
the popular vote and a substantial majority in the Electoral 
College. 

An impartial investigation into the reasons why all the major 
polls went wrong has been made by a committee for the Social 
Science Research Council. Its report finds evidence of bad 
judgment, but not of bad faith, noting particularly that the 
“ pollsters ” failed to make clear to the public, and to remember 








* Princeton University Press. 1948. 117 pp. $2.50. 
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ALEC DUNCAN aaises wool in the South Island 
of New Zealand. He hasn’t much to grumble about og 
wool prices today ; but he realises that, in the long run, his 
destiny is in other people’s hands. Weaving, dyeing and 
finishing will determine whether woollen goods are chosen 
by the couturiers, demanded by the public 
Monsanto has evolved new textile chemicals which 
will have a remarkable effect on worsted spinning 
techniques, and may materially increase the valu 
a : of Britain’s exports of woollen goods, 
Se At the same time, Monsanto is directly 
‘ helping Duncan maintain his livelihood, and is 
helping to provide you with the goods you need, 
Just one more example of the way Monsanto 


Monsanto makes nearly two hundred chemicals is ‘serving industry, which serves mankind’ 
of vital importance to British Industry. If you 
have a chemical problem it is highly probable 
that Monsanto will be able to assist you 


MONSANTO CHEMICALS LIMITED 8 watertoo Place « LONDON - swi 
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BP is the trade mark of the local organisations 
through which the products of the Anglo-Iranian 
Oil Co. Lid., are distributed. The distributors 
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themselves, the limitations under which they work. Two prime 
errors are pointed out: the failure to include last-minute shifts 
in public opinion (Mr Elmo Roper, indeed, announced that no 
polls were needed after September) with the drawing of too 
sweeping conclusions, and an undetected bias in the samples, 
which included too many of the highly educated and too few 
farmers, because they are relatively inaccessible. Thus, on a 
smaller scale, today’s “scientific” polls repeated the error. of 
the Literary Digest, which took its names from the telephone 
book. The risk that interviewers, who are only human, and 
often only part-time workers, will choose the guinea-pig nearest 
at hand, thus creating a cumulative error; has been noted by 
other experts. The committee found that the polls since 1936 
have consistently, asa group, underestimated Democratic 
strength ; as Mr Roper (who, however, pleaded not guiiry to this 
charge) said, one shock of the election was to find that the working 
man does now vote. Quota sampling was found at fauli. This is 
the device of including racial, religious, age, and economic groups 
in the proportion they supposedly bear to the total population 
under analysis. Some market research firms have now changed 
to the more expensive system of probability sampling, which 
involves the taking of names out of a hat and permits no 
substitutions. The committee did not, however, find that the 
size of the sample (given as low as 3,250 in a national poll) was 
a source of inaccuracy, nor did it consider that the arbitrary 
allocation of the “undecided” voters to the candidates was a 
major source of error. 

The committee’s report suggests that a number of faults, both 
of technique and judgment, contributed to the downfall of the 
polls ; but it stresses their continued usefulness both as an instru- 
ment of business research and of public policy. Election forecasts 
are, of course, only the smaller, though more apparent, part of 
the job of opinion polls. The chief task of the polls is in the 
field of consumer preferences, and here, they argue, the risk of 
error is much smaller. But whatever the subject, the professional 
gazers into today’s crystal ball are anxious to have it understood 
that their science is still in its infancy. 


Shorter Notes 


There were 1,621,000 men on full-time duty with the Armed 
Services on January 1st; this is the quota for 18 months set by 
President Truman in his Budget. The Army and Air Force with 
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675,000 and 411,000 respectively are slightly below their quota, 
while the Navy with. 447,000 and the Marine Corps -vith $8,000. 
are Over-expanded. If there, are enough volunteeis to. adjust 
the discrepancies in the two undermanned services and to cover, 
replacements, it will be uamecessary to restore the draft, which 
has been suspended from next month. 


x 


In contrast to the flamboyance which surrounds discoveries’ 
made by the House. Committee on Un-American Activities, the 
report made by the Federal Bureau of Investigation on the loyalty 
of Government employees seems almost drab. The investigation, 
which lasted over a year, dealt with the records of over ‘two’ 
million people, although only 7,600 were thought suspicious 
enough to require elaborate examination ; in these cases the FBI 
handed over the information to the particular Government depart- 

ent concerned. So far, apparently, the result has been that 
some 50 Federal employees have been dismissed and another 330 
have either resigned or withdrawn their application for jobs while 
under investigation. 

* 


Personal:‘ty is net property, according to a new ruling issued 
by th: Bureau of Internal Revenue. Artists who sell their radio 
che a are selling personal services and not property. 

erefore the transfer of the Jack Benny programme from the 
Nationa! Broadcasting Company to the Columbia Broadcasting 
System will be treated, for tax purposes, as part of Mr Benny’s 
income and not as an increase of capital. The world’s highest 
paid comedian sold his programme for $4,000,000 and hoped to be 
taxed at the flat capital gains rate of 25 per cent; now, he ‘will 
be obliged to pay at the scale applicable to compensation for 
persona! services which, for incomes over $1,000,000, goes as high 


as 77 per cent. 
* 


The Federal Government is not too proud to collect an odd 
dime and dollar here and there. For instance, pay telephones in 
Federal buildings will bring in over $1,000,000 this year ; the sale 
of ice and the testing of tea will also raise money. Wandering 
livestock are certain to trespass occasionally in the national parks 
and their owners will have to pay the fines. 


THE WORLD OVERSEAS 


Soviet Production Record—1948 
(By a Correspondent) 


HE Central Statistical Administration has now published the 

annual report on economic activity in the Soviet Union in 
1948.* The report includes a few general figures about the results 
achieved in the course of the first three years of the current five 
year period—that is from 1946 to 1948. Absolute figures of pro- 
duction and consumption have once again not been published, 
only disjointed percentage indices. 

One learns that in 1946-48 “approximately 4,000 industrial 
enterprises were built or restored and commissioned,” but it is 
not stated how many of these have been newly built and how 
many have been merely rehabilitated. The industrial plan for 
1948 is stated to have been overfulfilled by six per cent ; and the 
year’s surplus apparently filled the gap created by the non-fulfil- 
ment of the plans in the previous two years. Gross industrial 
production was 27 per cent higher than in 1947 and 18 per cent 
higher than in 1940, Russia’s last year of peace. This last figure 
appears to be higher than it might have been on the basis of 
the indices for the first three quarters of the ygar. A steep rise 
in output may have taken place in the last quarter, when the 
industrial businesses are usually engaged in a feverish race of 
Production, and managers and workers alike are anxious to show 
that they have fulfilled their assignments for the year. 

_The interesting question which arises in connection with the 
Wg increase in output claimed for last year is whether the Five 
Year Plan will or will mot be carried out in four years. This 
has undoubtedly. been the subject of much controversy between 
vahious governmental departments and planning authorities, a 
controversy about which the public ‘has received only a” few 


indirect indications. At one time the demand for fulfilment of 
the Five Year Plan in four years appeared daily in the press and 
was encouraged in statements coming from the Central Com- 
mittee of the Party. Then, probably in connection with the 
economic difficulties encountered in 1947, the idea seemed to have 
been discreetly dropped. During the budget debate at the begin- 
ning of last year, Mr Zverev, the Minister of Finance, who was 
later dismissed from his office and then re-appointed to it, implied 
that he was against the speeding up of the tempo. If the achieve- 
ments claimed for 1948 are not mere propaganda stuff—and from 
a number of indirect indications it seems that they ate not—then 
it would seem reasonable that the Government should now urge 
industry to reach in 1949 the targets set for 1950. The industrial 
output originally planned for 1950 was to be 48 per cent above 
that of 1940; and this target should be reached this year if the 
rate of expansion achieved in 1948 is maintained. 

In the table below the disconnected figures of the official Soviet 
statement are recalculated in accordance with the method used 
in the survey of Russian economy which was published in The 
Economist last December. 


Inpdicrs or Gross InpustrRiAL OUTPUT 


140 06=—s(«194G.—i‘«éiN‘ AT 1948 


Output in the whole of the USSR 100 76 92 118 
Output in western provinces for- , 
merly German octupled ..... ; 100 40 53 75 


* This afticle should be coed nmecmaleiaens a the series of articles, 
entitled “Russia’s Economic Revival,’ which appeared in The 
Economist between December 1ith and 25th tast year. 
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Several factors may impede the speed-up. ‘The coal industry 
has not kept pace with the general tempo of development—it has 
only just fulfilled the plan for 1948. The same may be true of 
the supply of electricity. Another difficulty with which the 
Central Planning authorities have been struggling all through 
these last years has been the inclination of the industrial trusts 
1o tie up, and in part to freeze, their resources in too many con- 
siruction jobs started simultaneously. Concentration of materials 
and labour on essential construction jobs has, therefore, been the 
order of the day. 


Industry’s Uneven Performance 


The information now available confirms, on the whole, the 
deiailed indices for 1948 given in The Economist of December 11, 
1948, indices which were calculated on the basis of results for 
the first three quarters of the year. The discrepancies between 
the various branches of industry emerge now even more clearly. 
In the group of “ basic materials, fuel and power,” the increase in 
iron, steel, steel ingots and rolled steel has been somewhat bigger 
than anticipated, whereas the indices for coal and electricity have 
remained unchanged. The index for timber stood at 176 in 1948 
(the output of 1945 being 100) and not at 153. The differences 
in the rates of expansion between the group of basic materiale 
as a whole and that of “engineering and chemicals” are even 
more striking than before. The general index for engineering is 
much higher than for basic materials. The output of tractors 
siood at 730 (1945 being 100), that of agricultural implements at 
394, and that of lorries at 257. The output of machine tools stood 
at 245, and not at 205 as it appeared from the figures for the first 
three quarters of the year. The output of motor-cars was more 
than doubled in comparison with 1947; and yet the motor-car 
industry is reproached with not having fulfilled its plan. This 
shows the great importance which the Government now attaches 
10 motorisation of transport, in part at least, in consequence of the 
experience of the recent war. Goods traffic by motor road is 
stated to have been 50 per cent higher than before the war. 

In the group of “ consumers’ goods” the indices are not sub- 
stantially higher than those already given, except for sugar, the 
output of which was three and a half times higher than in 1945, 
which is explained by the rehabilitation of the sugar plantations 
and refineries in the Ukraine. There also appears to have been 
some improvement in the supply of vegetable fats and soap. The 
general improvement in the supply of consumers’ goods is seen 
in the increase of bread sales by 56 per cent, of cotton goods by 
56, of footwear by 45, and of silk fabrics by 29 per cent. 


Increase in Consumers’ Goods 


The overall increase in both food and manufactured consumers’ 
goods seems to have resulted in a rise in consumption by about 
40 per cent in the course of 1948, although the major part of that 
increase has been caused by the greater abundance of food rather 
than of industrial goods. It was, indeed, on the assumption of 
some such increase in consumption that the Minister of Finance 
had based his budget estimates for 1948 (see The Economist of 
February 14, 1948). In the course of the year two further reduc- 
tions in the prices of consumers’ goods were carried out, but these 
seem to have affected luxury goods rather than articles of mass 
consumption. 

In the light of this increase in consumers’ goods it may well 
be that the official claim that the rouble has now double the 
purchasing power which it possessed before the currency reform 
of December, 1947, is not exaggerated. 
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# She left seven children when she died. 
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Benelux Plans for Prosperity 


More than ordinary interest has been aroused by the 
four-year plan, since ct least one of the partners—Belgiu 
taken an unyielding stand on the principle that more multi. 
lateralism, not less, is the key to European recovery. Opposisj 
to this principle from within Benelux might at one time 
been voiced by Holland ; burt last year the Dutch pledged them. 
selves gradually to abandon “austerity” and to liberalise thei 
economy as a contribution towards fuller union. The resule jg 
that the four-year document is suffused with Belgian faith in mul. 
lateralism, lack of controls and free enterprise. 


One of the main consequences of this attitude—nowadays sg 
unorthodox—is that the Benelux experts envisage a pattern of trade 
four years hence which very closely resembles the prewar picture 
It includes a persistent deficit with the dollar world, to be offsey 
by a surplus with western Europe. Critics elsewhere in the 
Marshall Plan group have been directing their attacks at this 
feature of the plan ever since it came to hght and are now 
demanding that Benelux take more drastic action, especially % 
reduce the dollar gap. 


For Benelux, however, even the task they have set themselyes 
is anything but easy. To recapture the prewar position calls for 
several striking changes in the present direction of Benelux 
trade. The four-year plan aims to increase imports from $3,087 
million in 1948-49 to $3,800 million in 1952-53—a rise of 23 per 
cent. Simultaneously imports from North America will be reduced 
from $762 million to $573 million. Thus the Benelux countries 
must seek an extra $1 billion of imports from the rest of the 
world. The bulk of these extra supplies, it is contemplated, will 
come from the non-sterling Marshall countries. At present this 
area sends to Benelux 27 per cent of its exports ; by 1952-53 it 
is scheduled to contribute one-third. Other sizeable increases 
are expected from the overseas possessions of Belgium and Holland, 
from the sterling area and eastern Europe. 


As for exports, Benelux plans that they shall expand from their 
present $2,456 million to $3,582 million, an increase of nearly 
so per cent. In the process of achieving this aim, exports 
North America must be doubled ; but even when this giant step 
has been taken, there will remain a deficit in visible trade with this 
region of $294 million. To achieve the additional $1 billion of 
exports, Benelux aims to sell $360 million more to the non-sterling 
Marshall countries, $280 million more to the sterling area and 
another $100 million to its own overseas territories. 


BENELUX IMPORTS 


($1 Million) 
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@ Study for the Degree, which may be taken without 
residence at the University or attendance at lectures, 
covers a course of wide and interesting reading. 
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BeNELUX Exports 
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The difficulties involved in this pattern of transactions emerge 
with greater clarity when some of the details are examined. Part 
of the expanded sales is to come from an increase of 25-30 per 
cent in the export of textiles, which is already meeting the 
resistance of a buyers’ market, and which is likely to be in over- 
supply by 1952. Another product on which Benelux will rely for 
increased exports is oil. It is planned to expand gil refining 
capacity from a “through put” of 2,600,000 tons in 1948-49 to 
6,400,000 in 1952—exclusive of the Standard Oil of New Jersey 
scheme. Of this output, Benelux estimates it can export $78 
million in finished oil products by the end of the four-year period. 
Here again it has been suggested by the experts in Paris that oil 
refining is another of those industries where the western Europeans 
may over-develop and duplicate in their anxiety to balance 
accounts. 

The export plan for processed non-ferrous metals raises another 
difficulty—the werld shortage of ores. Benelux counts on exports 
in this field of $282 million by 1952, but this objective can be 
reached only if world supplies, particularly of zinc and lead 
become easier. A fourth industry on which much reliance is 
placed as an earner of foreign exchange is machinery and indus- 
trial equipment. Here it is hoped to raise current sales by 50 per 
cent to a total of $340 million in 1952. This hope rests on an 
assumed expansion of 27 per cent in the domestic production 
of capital goods. 


High Rate of Investment 


Assumptions of this nature underly a good many of the objectives 
set out in the Benelux four-year plan. It is estimated that over 
the next four years the general index of industrial production will 
register a 20 per cent increase. This must seem an intimidatingly 
high figure when it is remembered that before the war it used to 
take most countries a decade to achieve such an expansion. From 
certain individual industries even more is expected: electricity 
output is to be stepped up by 35 per cent; zinc by §2 per cent, 
lead, 123; cotton and linen fabric, 33; rayon, 82; nitrogenous 
fertilisers, 55. Even the demands on heavy industry, although 
they fall below the 20 per cent average, are impressive. Most of 
these industries have already reached their prewar peaks, and 
any further growth will mean an unusual effort. The plan calls 
for a 13 per cent increase in coal output, 11 per cent in pig iron 
and 15 per cent in finished steel. The estimates for agriculture 
are On a much more modest scale. Apart from small increases in 
bread grains and dairy products, the best that is hoped from other 
fields is that output will be maintained roughly at its prewar level. 

As a corollary to these plans for expansion, the Benelux experts 
have looked closely at the Union’s possibilities for investment. 
Much of the scope for new investment lies in Holland, and it 
is calculated that for the Union as a whole gross investment 
must be maintained at a rate equivalent to 19 per cent of the 
gross national income. This figure, as the authors of the plan are 
at great pains to prove, is just as high as the rate normally attained 
in the United States. 

In general, then, the Benelux four-year plan has much the same 
faults as the programmes drawn up by most of the other Marshall 
nations. It depends for success upon an abnormally large increase 
in exports and upon an exceptional growth in industrial produc- 
uvity. The Union’s own special difficulty is that it takes for 
granted as part of the 1952-53 scene a state of international trade 
in which Benelux will sell its Marshall neighbours more than it 
buys, and will get from them the gold and dotlars with which to 
meet its dollar deficit. 

Benelux countries remain consistent to the last. Not only 
do they believe in the advantages to themselves of expanded and 
unfettered international trade, but they have also taken this oppor- 
tunity to point out to the United States the benefits—and responsi- 
bilities—of such trade. In the document submitted to Washington, 
Benelux calls upon the United States to increase its imports from 
the rest of the world and to hasten this process by further 
seducing American tariffs. 
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Tito, Dimitrov and Balkan 
Federation 


[BY A SPECIAL CORRESPONDENT] 


AT the recent congress of the Bulgarian Communist Party, 
Premier Dimitrov pleaded strongly for a federation of the South 
Slavs and denounced “ Tito’s nationalist clique” for obstructing 
its achievement. It will be remembered that Dimitrov was 
reproved early last year by Pravda for advocating an East Euro- 
pean Federation, that Tito has several times spoken in favour of 
a South Slav or a Balkan federation, and that it was widely 
believed at the time of the breach between Tito and the Comin- 
form that Tito’s federation plans were an important contributory 
Cause of the quarrel. These apparent contradictions can only be 
made clear by an analysis of the principal Balkan factors con- 
cerned and of their relation to Great Power policy. 

The 30,000,000 inhabitants of the Balkan Peninsula are divided 
into at least four Slav nations (Serbs, Bulgars, Croats and 
Slovenes) and two non-Slav (Greek and Albanian), to which may 
be added three more Slav communities which have a less certain 
claim to nationhood (Macedonians, Montenegrins and Moslems). 
The long series of wars, massacres, assassinations, brigandage and 
national oppression arising from the incompatible claims of rival 
Nationalists to territories of mixed population and uncertain history 
has caused many political thinkers both inside the Balkans and 
from the outer world to urge a federation of several or all the 
states. But the apparent unanimity with which the word 
“federation” is used, and the vagueness of the meaning attached 
to it, should not be allowed to hide the fact that its different 
advocates have in mind very different aims. 

The Greeks have always shown less interest than their neigh- 
bours in the idea. Nineteenth century liberated Greece was 2 
maritime state, facing the Mediterranean and ignoring the con- 
tinental hinterland. The acquisition in 1913 of southern Mace- 
donia and in 1918 of western Thrace, and the settlement there of 
nearly a million Greeks from Asia Minor in the twenties, brought 
a radical change. Greek Salonica is the terminus of the Vardar 
valley trade route from Central Europe to the Mediterranean, and 
Greek Macedonia and Thrace contain perhaps the best human 
and material resources of the country. For thirty years strategic 
and economic facts have linked Greece as much with the European 
mainland as with the sea, but understanding of their political 
implications has lagged behind the facts themselves. The Balkan 
Entente of 1934 and the abortive “ émigré” Jugoslav-Greek treaty 
of 1942 (which mentioned “ federation” as an aim) were fumbling 
steps towards greater Balkan unity. Recent utterances of the 
very influential Under-Secretary of Foreign Affairs in Athens, 
Pipinellis, show that he at least is aware of the issues. But it is 
probably true that non-Communist Greek ideas of Balkan federa- 
tion still assume Serbo-Greek dominance, a partition of Albania 
and at least an inferior status for Bulgaria. 


Rivalry Over Macedonia 


Among Greece’s northern neighbours the idea of a South Slav 
Federation has long enjoyed popularity, sometimes as an alterna- 
tive and sometimes as a prelude to a federation of the whole 
peninsula. Among its pioneers were two Utopian socialists, pupils 
of the Russian Narodniki, the Serb, Svetozar Markovic (d. 1875) 
and the Bulgar, Hristo Botev (d. 1876), and two peasant leaders, 
the Bulgar, Alexander Stamboliiski (d. 1923) and the Croat, Stepan 
Radic (d. 1928). Three of these died violent deaths, and the fourth 
as a result of maltreatment in prison. Before 1914 Austria’s grip 
on the north-west of the peninsula caused the rulers of independent 
Serbia to concentrate their ambitions on Macedonia, which was also 
the objective of Bulgarian nationalism. Serbia won the first rounds 
in Macedonia and in 1918 also extended its frontiers to the Alps 
and the Adriatic to form the new state of Jugoslavia. The originai 
conception of South Slav federation had been a union of several 
equal nationalities. But from 1918 South Slav federation could 
only be achieved by the union of two states—Jugoslavia and 
Bulgaria, the first of which already contained several nationalities. 
Although such union was desired by many in both countries, 
relations between the. two governments, poisoned by their rivalry 
for Macedonia, remained fairly consistently hostile. 

The establishment of Communist-led governments in both 
countries in 1944 brought a rapid rapprochement, Jugoslav- 
Macedonia ‘was made one of that country’s six constituent 
“federal ” republics, and the Macedonians were recognised as a 
separate nation with their own language. There remained the 
problem of the parts of Macedonia belonging to Bulgaria (“ Pirin ”) 
and Greece (“ Aigean”).. By a-secret clause of the Jugoslav- 
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Canadian International 
Trade Fair 


MAY JO-JUNE 10, 1949, TORONTO 


You can accomplish all the results of a round-the- 
world business trip in a single visit to the Canadian 
international Trade Fair. 


Aill.the products or equipment which you need in 
your business are on display — and for sale— from 
every quarter of the globe. Every exhibit is con- 
veniently grouped according to trade classification, 
regardless of country of origin. 

You can compare the goods of many countries and 
complete immediate transactions with your next-door 
neighbour or a nation on the other side of the world. 


Plan now to attend, 
For full particulars consult 
Miss M. A. Armstrong, Exhibitions Representative, 


Canada House, Trafaigar Square, London, S.W.1 
Tel. Whitehal! 8701 


or your nearest Canadian Trade Representative 
LIVERPOOL 


M. J. Vechsler, Canadian Government Trade 
Commissioner, Martins Bank Building, Water St. 


GLASGOW’ 
J. tL. Mutter, Canadian Government Trade 
Commissioner, 200 St. Vincent Street. 


BELFAST 
H. L. E. Priestman, Canadian Government Trade 
Commissioner, 36 Victoria Square. 


or write direct to 
The Administrator, Canadian International Trade Fair 
Toronto, Canada 


DEDICATED TO THE PROMOTION OF INTERNATIONAL TRADE BY THE 


GOVERNMENT OF CANADA 
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Bulgarian treaty of alliance of 1947 it was agreed that both govern- 
ments would work for a South Slav Federation, and that when this 
was achieved Pirin Macedonia would be united with the present 
Macedonian Republic in Jugoslavia. Meanwhile teachers from 
Jugoslav-Macedonia would be allowed to teach in schools in Pirin 
Macedonia, and the sale of literature in the Macedonian language 
would also be permitted. What plans the two governments made 
for Greek Macedonia has not simce been divulged, and no doubt 
partly depended on the views of the Greek Communist Party. 
But Macedonian politicians in Jugoslavia have been permitted 
from time to time to make speeches on the need to reunite “ A.gean 
Macedonia” with the rest of Macedonia, and both the Jugoslav 
and Bulgarian governments have given assistance to the Greek 
rebels of Markos. 

When the Cominform denounced Tito, the Bulgarian govern- 
ment expelled the Jugoslav-Macedonian teachers from Pirin 
Macedonia and closed the Jugoslav-sponsored Macedonian book- 
shops. Bulgarian propaganda accused Jugoslavia of planning to 
annex Pirin Macedonia. This the Jugoslav Government denied, 
but accused the Bulgarians of oppressing the Pirin Macedonians 
and preventing them from using their language in schools and 
in public affairs. The Bulgarians declared that Greater Jugoslav 
megalomania was an obstacle to South Slav Federation. 


End of the Jugoslay State ? 


From these polemics the fact emerges that Tito and Dimitrov 
have two quite different ideas of what this federation is to be. 
Tito seems to envisage it as a union of the Jugoslav and Bulgarian 
States, in which the six Jugoslav Republics would continue to be 
more closely bound to each other than any of them would be to 
Bulgaria. And Pirin Macedonia, united according to the 1947 
agreement with the Macedonian Republic, would thus become a 
part of one of the six Jugoslav Republics. Dimitrov seems to 
be thinking in terms of a federation of seven equal Republics, 
Bulgaria being the seventh. In this federation the Jugoslav State, 
as created in 1918 and remodelled in 1944, would cease to exist. 
The relations of Serbia with Croatia or Montenegro, for instance, 
would be no closer than those of Bulgaria. The anti-Serb 
elements within Jugoslavia would be reinforced. Macedonia, 
whose people are, propaganda apart, nearer in language and in 
outlook to the Bulgars than to the Serbs, would gravitate towards 
Sofia, rather than Belgrade. And Bulgaria, whose population is 
larger than that of any one of the six Jugoslav Republics, which 
is geographically much nearer to Russia, and whose leader is the 
well-tried steel-hard Bolshevik and former Comintern Secretary, 
George Dimitrov, would dominate the federation. The domina- 
tion would be still further increased if, as seems likely, Serbia 
were deprived of the province of Kosovo, whose population is 
mainly Albanian, and of part of the Danube province of Voivodina, 
which contains a large Hungarian minority. It should be remem- 
bered that Albania has loyally supported the Cominform against 
Jugoslavia, and has a treaty of alliance with Bulgaria. 


A Policy For Tito 


If Tito is overthrown by a putsch: from within the Communist 
Party, with or without his own assassination, and what the Comin- 
form calls “ the healthy Marxist forces within the party ” triumph, 
this is the fate that Jugoslavia can expect. It would indeed be 
a mice revenge for Bulgaria’s defeats of 1913, 1918 and 1944. The 
Communist Dimitrov would complete the work of the Bulgarian 
Coburg King Ferdinand, the Hungarian aristocrat Bethien, and 
the Croatian Nazi Pavelic. Dimitrov’s empire would stretch from 
the Black Sea to the Alps, and no doubr to the Aegean, too. 

It is inconceivable that Tito and his generals are not aware of 
these dangers. Yet they continue to denounce the Western 
Powers and praise. the Soviets, to persecute Jugoslav friends of 
the West, and to support Markos, the friend of their Bulgarian 
and Albanian rivals, against the Government of Greece, their 
natural Ally. To maintain the monopoly of Marxist-Leninist 
dogma in public life seems to be for Tito more important than 
to save his country or his life. Yet this monopoly enables the 
agents of the Cominform, who use the same terminology, to 
camouflage themselves until they are ready to strike. 

Today neither South Slav nor Balkan Federation are possible 
except by complete subjection through Dimitrov to the will of 
the Kremlin. If Tito wishes to survive he must come to terms 
with Greece. This does not mean that he need abandon the 
ultimate aim of a South Slav or Balkan federation, still less that 

need support any Greek plans for the partition of Albania. 
It means only that he should recognise present realities. These 
tealities are also important to the western Powers. Greece’s 
frontier from Corfu to the Maritsa is the southern half of the 





ak 
“West-East” dividing line, of almost equal length with its 
northern half running from Trieste to Stettin. Tito need not fear 
the western Powers. They do not wish to interfere either for or 
against his social regime, but they are interested in safeguarding 
the independence of Jugoslavia and of as much as possible of 
the Balkans. Tito would not only please them, but serve his own 
interests if he would release the patriotic forces of the Jugoslav 
people, stop help to Markos and come to terms with Athens. 
To make this clear to Tito, to his army and civil service chiefs, 
and to Jugoslav public opinion, is a high priority for western 
diplomacy and propaganda; 


_Syria’s Minor Revolution 


[FROM A CORRESPONDENT LATELY IN DAMASCUS] 


For months the Palestine affair has deflected attention from events 
inside the Arab states. Their heavy-handed censorship has further 
curtailed the supply of news—good or bad—that had nothing to 
do with the war. An interesting change in Syria’s government 
has therefore virtually escaped notice abroad: 

In most Arab countries a government that preaches and practises 
ardent nationalism can always rely on support from the crowd. 
But in Damascus, in December, a government that was rabidly 
isolationist was pushed from office almost entirely through public 
disgust with its ways. It has been replaced by a team of business 
men not previously connected with politics. The experiment 
might, if its volatile initiators allow it to run its course, show a 
way out of the toils of professional politicians in which other so- 
called parliamentary democracies are struggling in the Middle 

st. 

The government of Jami! Mardam was obliged to give way in 
December to the public outcry not—as might have been expected— 
against its failure in Palestine but against the unashamed and 
barely concealed corruption of its ministers. Additional causes 
of wrath were an economic policy that had led to a prohibitive 
cost of living and to a telling shortage of kerosene (on which all 
Syria cooks) and petrol (upon which it largely depends for 
transport). Naturally, Jamil Mardam’s political opponents—the 
Popular Party in particular—were out to make what capital they 
could from his discomfiture, but they do not seem to have been 
the prime movers in the demonstrations against him. For the 
first time the “ broad masses,” as it were, rose against a firmly 
entrenched government because it had had enough of a ruling 
clique that was largely engaged in feathering its own nest. 

At the time, even President. Shukry Kwatly’s position was none 
too secure. He failed utterly to form a government of his sup- 
porters. Eventually, he was obliged to accept the present Premier, 
Khaled Azm, on Azm’s own terms, which included a refusal 
to include any of the President’s nominees in his team. 

The new Cabinet is composed of “technicians”—men with 
experience and knowledge of various branches of the administra- 
tion. None is a member of any political party. Their plan is 
to concentrate upon economic affairs and—in particular—to dis- 
card the harmful prejudices of their predecessors against a mone- 
tary agreement with the French, an economic agreement with the 
Lebanon and a ratification of the agreement for the “ missing 
link ” section of the Trans-Arabian Pipe-Line that the Americans 
wish to run from the Saudi Arabian wells on the Persian Gulf 
coast through Transjordan and Syria and out to the Mediterranean 
at Sidon in the Lebanon. Azm would like, if possible, to include 
other pipe-line agreements with Anglo-Iranian and the Iraq 
Petroleum Company. If, as seems possible, his aim is to recover 
some of Syria’s lost economic and strategic links with the West, 
he will have to go slowly and carefully. 

The Popular Party is, of course, out to oust him, in the belief 
that it would be the only alternative to him. Meanwhile, a new 
group—the Socialist Co-operative Party—preaching nationalisa- 
tion, the curbing of wealth and federation with its Arab neigh- 
bours is said to be gaining supporters. The fact that both are 
listened to, despite the fact that each is led by a man with more 
aptitude for heady slogans than for hard work, does not say 
much for the climate of opinion. Obviously, there is not much 
relish for the long, slow climb away from bankruptcy, and the 
only way out of the slough into which Jamil. Mardam, had led 
his country. A factor mitigating the Palestine disaster is a grow- 
ing realisation, which it has bred, of how little Syria can afford 
in the way of an army and an isolationist policy. Will that 
reasoned opinion grow fast enough to give Azm his chance ? 
The omens are not bright, but they are discernible. 
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Free choice of daily newspapers returned 
on 3rd January. Immediately, pent-up public 
demand raised the Daily Mirror’s circulation 
by over four hundred thousand. Now more 
than 4,100,000 people buy the Daily Mirror 
every day —the first time in the history of 
newspapers in any country in the world that 
a newspaper has achieved so big a daily sale. 
The Daily Mirror will continue to play its 
partin forwarding Britain’s economic 
recovery, by driving home economic and 
industrial realities clearly and forcibly to the 
ordinary man and woman. 
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operation, in which Simon engineering plays a prominent part. 
Simon machinery loads some two million tons of grain a year 
into ocean-going ships and discharges it at the ports of arrival. 
Many a British and European loaf is made from wheat that hat 
passed through a Simon granary or handling plant on the other 
side of the world, and there is a Simon plant at every grain: 
receiving _ in the British Isles. All four of the great port 
granaries Le far built for the Argentine Government's national 
grain elevator scheme have been equipped. by Simon. One of 
them is the largest in the southern hemisphere, but even this 
will be eclipsed by the fifth new elevator now under construction 
in Buenos Aires. This too will be equipped by Simon and 
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will earn nearly twé million pounds of valuable foreign currency 
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for Britai 


One of many ways in which the Simon Engineering 
“Group serves the fundamental needs of civilisation. 
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Intra European Payments—I 
Or ahaa taaiaaiadlichinn 


How the System Works 


HE House of Commons devoted Thursday and Friday of 
T this week to a discussion of the Bill sanctioning the 
expenditure involved by the United Kingdom’s participation in 
the intra-European payments agreement. The debate, which 
bas been ranging over the whole European Recovery Programme, 
is unlikely to shed much additional light on the payments agree- 
ment itself. This, by common consent, is the Jeast compre- 
hensible part of the technicalities of Marshall aid. Yet the 
payments scheme is such an integral element in the European 
Recovery Programme, and its imminent amendment, before the 
Marshall Plan enters its second year, is so charged with 
significance that a study of the payments mechanism is a very 
necessary mental discipline. This article gives a factual descrip- 
tion of the system ; a second article will attempt to discover 
what defects in its working have been brought to light and to 
suggest remedies to overcome them. 

The intra-European payments scheme has now completed 
three months of operations in its present form, and just over a 
year if account be taken of the preliminary canter, with a much 
smaller membership, between December, 1947, and October 1, 
1948. This preliminary version emerged from the agreement on 
multilateral monetary compensation signed in Paris on 
November 18, 1947, by the Governments of Belgium, France, 
Italy and the Netherlands. The agreement was later joined by 
the Bizone which, with the other signatories, made up the 
permanent members. Eight other countries participating in the 
European Recovery Programme became “ occasional members.” 
The distinction between the two types of members was that the 
“permanents” accepted the automatic application of simple 
compensation operations amongst themselves, while the 
“occasionals ” merely received proposals from the Bank for 
International Settlements, the agents for the compensation, 
which they could reject if they chose. 

The first compensation under this agreement was made in 
January, 1948, and covered operations for December, 1947. 
The latest annual report of the BIS, surveying the first four 
months of the scheme, showed that in this period the turnover 
of the compensation amounted to the equivalent of $39 million— 
a meagre result in terms of the debits and credits entering into 
the compensation. The working accounts of the various 
European payments agreements showed debits and credits 
equivalent to over $700 million. Of this, $400 million repre- 
sented net debt which could not be offset. Of the remaining 
$300 million only $39 million lent itself to so-called “ first- 
Category compensations ” which, at that early stage and to this 
day, remain the only practical sphere within which the offsetting 
process is feasible. 

“ First category compensations ” are operations which involve 
a reduction of existing balances—debit and credit. To achieve 
such compensations there must be a closed circuit or chain of 
countries each of which is debtor to its immediately preceding 

ter and creditor of its immediately succeeding partner, the 
ast being creditor of the first and thus completing and 
closing the circuit. It follows that no country which is a creditor 
or a debtor all round can enter into such compensation, since 
it would break the circuit. Such countries could take part only 
in “ Category Two ” compensations, namely, operations which 


produce one or more increases of balances, or the formation of 
new balances. Examples may clarify the nature of these two 
types of compensation. Suppose A holds at the disposal of 
country B the equivalent of $20 million in its own currency, 
while B similarly owes $15 million to C and C owes $10 million 
toA. A “category one” compensation would result in the re- 
duction of $10 million of debt all round, leaving $10 million 
owing by A to B, $5 million by B to C, and nil from C to A. 
(Dollar equivalents are used in this example to simplify the 
exposition ; but the actual debts are expressed in European 
currencies—usually that of the debtor). A “category two ” 
compensation would allow, say, an Italian claim on Britain 
to be compensated against an Italian debt to Belgium by trans- 
ferring the sterling balance to Belgium—although Belgium was 
already a creditor of Britain. This would involve a corresponding 
increase in Britain’s debt to Belgium. For reasons that are not 
far to seek, and that are illustrated in this particular example, 
most suggestions for “ category two” compensations have been 
turned down by one or other of the parties concerned. 

The modest results achieved by the earlier version of the 
payments agreement were due to the infrequency of possible 
“category one ” compensations, a fact which itself reflected the 
abnormal disequilibrium in the balances of payments of Euro- 
pean countries. There were too many universal creditors and, 
vice versa, too many universal debtors to allow many “ category 
one ” circuits to be closed. In October last the payments scheme 
took an important stride forward. It became part of the machi- 
nery for distributing and allocating Marshall aid. It was then de- 
cided that aid should be distributed in accordance with the 
participating countries’ deficits with the Western Hemisphere 
and with one another. The agreement for intra~-European pay- 
ments and compensations was signed on October 16th by the 
nineteen countries participating in the Organisation for European 
Economic Co-operation and it came into operation as from 
October 1st. The compensation was thus widened to embrace 
the whole of “ Marshall Europe” and the previous distinction 
between “ permanent ” and “ occasional” members disappeared. 
The specific contributions and the corresponding drawing rights 
agreed to in Paris and granted to one another by the OEEC 
countries to cover prospective deficits im their mutual payments 
then became available to help the monthly compensations, With 
these two important alterations, the old payments scheme merged 
into the new. The BIS has continued to act as agent for OEEC in 
conducting the monthly compensations, and in order to do so 
has obtained the sanction of all the central banks concerned in 
disclosing information which would normally be covered by the 
secrecy surrounding banker-customer relationships. 

For the purpose of these monthly compensations, the countries 
in the agreement have in effect fallen to fifteen, four less than 
the number of original signatories. The Trieste Zone has, as 
yet, nothing to compensate. Eire and Iceland, being members 
of the sterling area, rank with the United Kingdom as a single 
unit, while Luxemburg is similarly linked with Belgium. Two 
of the members, Switzerland and Portugal, stand somewhat 
apart from the rest. Their currencies are virtually equivalent 
to gold, and all “ category one ” compensations involving these 
two currencies are subject to the consent of all parties concerned. 
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Apart from this change, the treatment of both categories has 
been taken over intact from the earlier version of the payments 
agreement. 


The next stage is to describe the operation of the system. 
The balances available for compensation are the current -working 
balances kept by central banks or official institutions for the 
other central banks. This is to avoid cluttering up the calcula- 
tions with special balances, of a capital nature or otherwise 
immobilised. On the last working day of the month each central 
bank cables details to the BIS of the amounts’ of its own cur- 
rency it is holding for the credit of each of the other participants. 
The cable also shows what part of the balances held with other 
central banks should be excluded from the compensation (such as 
normal minimum working balances and amounts held as cover 
for forward exchange commitments). Further information is 
given of settlements in gold or foreign currency made with other 
members during the preceding month and of any transfer from 
blocked accounts to the working accounts of the other members ; 
the relevance of this information will become clearer when the 
application of contributions and drawing rights is described, 


Armed with this information from all the central banks, 
the BIS in Basle draws up a statement of each member’s posi- 
tion and establishes the net position in each bilateral account. 
The real compensation then starts on the basis of the net balances 
which result from these calculations. By the operation of 
mathematical formule which find their final expression in com- 
plicated multicoloured diagrams, with arrows pointing the 
direction of compensation circuits, the maximum scope for 
“ category one ” compensations is discovered and various possi- 
bilities of “ category two ” compensations are sketched out. 


By the ninth working day of the new month, these calcula- 
tions should have been completed (and the inevitable tangles 
and mistakes made by members straightened out). On that day 
the BIS sends to the various central banks detailed telegrams 
which contain instructions and suggestions. The instructions 
concern the completion of “ category one” compensations, ex- 
cept those involving Swiss francs and Portuguese escudos which, 
as explained already, are the subject of “ suggestions.” The 
suggestions include all “category two” compensations and 
the two special types of “ category one ” compensation involy- 
ing Swiss francs and escudos. 


By the twelfth working day, answers will have come back 
confirming the transactions completed in respect of “ category 
one.” compensations and accepting or rejecting “ suggestions ” 
as to “category two” compensations. Hitherto, rejection has 
been their usual fate. 

* 


At this point, the process of compensation is carried a stage 
further by calling in the aid of contributions and counterpart 
drawing rights agreed to in October, 1948. In order to arrive 
at the deficit or surplus between each member for the preceding 
month, the agent will compare the changes in the balances 
available for compensation during that month. (It is at this point 
that the information about such matters as gold payments and 
transfers from blocked balances becomes_relevant.) Let it be 
assumed that the Bank of France’s sterling balance at the end of 
November stood at {10 million, and at the end of December 
at £9 million ; that would indicate that a deficit of £1 million 
had been incurred by France during the month of December. 
But if, during that period, £2 million of gold had been sold 
by France to the United Kingdom and a further £2 million 
had been transferred to the working account of the Bank of 
France from blocked proceeds of sales of French securities, the 
true deficit incurred by France would have been £5 million. 
After comparing the balances of each country against the others, 
so adjusted, the agent calculates the intra-European surpluses 
and deficits for the previous month. These are then nfatched 
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with the remaining and available contributions and drawing 
rights—not forgetting that not more than 75 per cent of th 
amounts agreed in Paris last October for the year to June ¥ 
next may be utilised before March 31st next. 


The agent then calls on the contributors to make evil 
the amounts equal to the drawing rights exercised against them 
The appropri iate part of the British contribution to F 
example, will be credited to the Bank of France’s account at th 
Bank of England. Simultaneously, the agent cables 
Economic Cooperation Administration in Washington infop 
it of the use of contributions and drawing rights and instryg. 
ing it to make firm the “ conditional grants ” to the et 
respect of their contributions. The monthly exercise ig 
completed by about the middle of the succeeding month] 
actual compensations operated under the scheme have 
not differed appreciably from the figure of about $y) 
million a month maintained in the earlier version of the scheme 
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So long as the prevailing disequilibrium in intra-Europeat 
balances of payments remains and restricts the scope for “ cate 
gory one” compensations, that modest performance is ail that 
can be expected. But, for the same reason the use of draw 
ing rights is well up to schedule. As the first of the accompafiy- 
ing tables shows, $198,386,000 of the agreed drawing rights of 
$810,400,000 for the year to June next have been used in the 
first three months. Some members, including Italy and the 
Bizone, have not used their drawing rights at all—an interesting 
commentary on the spirit in which the estimates of balance 
of payments were framed last autumn when it became apparent 
that surpluses would be given away. Others, notably Britaia 
in its drawing rights on Belgium, are well ahead of schedule 
Britain took only two months to exhaust its nine months quota 


from Belgium. — 


So much for the history and detailed method of working the 
European payments scheme. A second article will discuss the 
possibilities of its improvement. 
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Wheat Pros and Cons 


N Wednesday a conference opened in Washington to 
O negotiate the terms of an international wheat agreement. 
There were two surprises. Argentina decided to send a delega- 
tion, and at the very last moment Russian representatives set out 
from Moscow. The presence of these two delegations has 
changed the character of the conference almost overnight. It 
signalises the transformation which has occurred in the world 
wheat market since March last year. At that time agreement 
was reached between the United States, Canada and Australia 
on the one hand, and Britain and other consuming countries on 
the other hand, for fixed supplies of wheat at prices within 
predetermined maximum and minimum limits, for a period of 
five years. That agreement (its terms were discussed in The 
Economist of March 27, 1948) was reached at a time when the 
importing countries were acutely anxious to secure at least their 
basic needs at prices more reasonable than those which had a 
few months earlier been recorded on the Chicago free market. 
Instead of three dollar wheat, the agreement put the maximum 
price for five years at two dollars ; and it fixed the minimum 
price at $1.50 in the first season, with reductions by 10 cents 
each year until in 1952-53 the minimum price would have been 
$1.10 a bushel. 1 

Three exporting countries and 33 importing countries signed 
this agreement, but last July the American Congress, despite 
President Truman’s repeated request, failed to ratify it. So, 
for the second year in succession, attempts to obtain an inter- 
national wheat agreement failed. (In April, 1947, the British 
Government stood out, on the ground—so quickly falsified— 
that the range of prices then proposed of $1.80 maximum and 
$1.40 minimum was “too high.””) Last year, these ideas about 
prices were much revised. Wheat at $1.80 looked cheap, com- 
pared with wheat at $3, which some importers were paying to 
America and Argentina, and Britain itself, having recently been 
purchasing wheat at $1.55 from Canada, had agreed to raise 
the contract price to $2.00 for 1948-49, and to pay Australia 
$2.70 a bushel. 

Until a week ago it seemed that a conference on an inter- 
national wheat agreement would be rather a routine affair, taking 
up the threads from last March, and introducing some changes 
in the range of prices to be agreed, but resulting in the end in 
an agreement not basically different from the one which was 
provisionally signed ten months ago. The appearance of the 
Russian and Argentinian representatives, however, is a change 
of major importance. The guaranteed supplies under last year’s 
agreement were for 500 million bushels a year, for five years, 
from the United States, Canada, and Australia. This quantity 
represented five-eighths of the total exports of the three in 
1947-48 ; the remainder was available for purchase in the open 
market. Argentina and Russia (whose total exports in 1947-48 
can be put roughly at 120 million bushels) were not parties to 
the agreement. Their absence meant that there was no united 


front of exporters—though neither Russia nor Argentina could 
claim any virtue for that fact ; it simply meant that they calcu- 
lated that they would do better for themselves by staying outside 
the agreement. In short, they were hoping for higher prices, 
and they were prepared to take the risk. If these calculations 
had been right, the importers would at least be assured of their 
basic supplies from the three exporters in the agreement ; if 
they turned out to be wrong, it was always conceivable that the 
importers could have increased their supplies by making addi- 
tional purchases from exporters outside the agreement, at lower 
prices. 

The important question which the participation of Russia 
and Argentina in the discussions raises is why they consider that 
participation this year might be worth while, whereas in earlier 
years they showed no interest in an international agreement. 
In Argentina’s case, the decision is the more strange, because 
only recently Senor Miranda was asking why Argentina should 
be expected to sell its wheat cheaply when it had to pay dearly 
for imported manufactures. But it would hardly be surprising 
if both countries had not concluded. from the trends of the past 
year, that wheat, though not. indeed plentiful, is less scarce 
than it was ; that prices on the world grain markets are likely 
to fall further; and that an assured market for part at least 
of their export surpluses might pay better than selling them 
entirely for what they would fetch. Since the United States 
became the world’s biggest exporter of wheat, it has seen great 
advantage in an outlet for part of its production at predeter- 
mined prices. The same advantages of stability seem now to 
be attracting other producers. 

If, indeed, there is to be a wider participation by suppliers 
in a new wheat agreement, the importing countries will need to 
do some new thinking. Their delegations have set off for 
Washington fortified by two considerations: first, they could 
negotiate more successfully because the peak prices had long 
Since disappeared, and because the prospective trend was still 
downward; and secondly, they had a clearer insight into the 
working of American aid, and of the principle that offshore. 
purchases may not be made at prices higher than those prevail- 
ing in the United States, Now that the same discoveries appear 
to have been made by two potential new participants on the 
supplying side, the 33 importers niay feel less certain about their 
bargaining position. They had two primary interests in the 
form of a new agreement. The first was to secure lower 
minimum prices—for even they would have conceded that 
nothing below $2.00 could be secured as a maximum price, at 
least in the first year of the agreement, since that price has 
within the past week been agreed! between Britain and Canada 
for supplies during the 1949-50 season. The second was to 
avoid any burdensome commitment to accept “ price stabilisa- 
tion reserves ” when the market price of wheat falls below the 
agreed minimum, 
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Apart from this change, the treatment of both categories has 
been taken over intaet from the €arlier version of the payments 
agreement. 

The next stage is to describe the operation of the system. 
The balances available for compensation are the current working 
balances kept by central banks or official institutions for the 
other central banks. This is to avoid cluttering up the calcula- 
tions with special balances, of a capital nature or otherwise 
immobilised. On the last working day of the month each central 
bank cables details to the BIS of the amounts’ of its own cur- 
rency it is holding for the credit of each of the other participants. 
The cable also shows what part of the balances held with other 
central banks should be excluded from the compensation (such as 
normal minimum working balances and amounts held as cover 
for forward exchange commitments). Further information is 
given of settlements in gold or foreign currency made with other 
members during the preceding month and of any transfer from 
blocked accounts to the working accounts of the other members ; 
the relevance of this information will become clearer when the 
application of contributions and drawing rights is described. 


Armed with this information from all the central banks, 
the BIS in Basle draws up a statement of each member’s posi- 
tion and establishes the net position in each bilateral account. 
The real compensation then starts on the basis of the net balances 
which result from these calculations. By the operation of 
mathematical formule which find their final expression in com- 
plicated multicoloured diagrams, with arrows pointing the 
direction of compensation circuits, the maximum scope for 
“ category one” compensations is discovered and various possi- 
bilities of “ category two” compensations are sketched out. 


By the ninth working day of the new month, these calcula- 
tions should have been completed (and the inevitable tangles 
and mistakes made by members straightened out). On that day 
the BIS sends-to the various central banks detailed telegrams 
which contain instructions and suggestions. The instructions 
concern the completion of “ category one ” compensations, ex- 
cept those involving Swiss francs and Portuguese escudos which, 
as explained already, are the subject of “ suggestions.” The 
suggestions include all “category two” compensations and 
the two special types of “ category one” compensation involy- 
ing Swiss francs and escudos. 

By the twelfth working day, answers will have come back 
confirming the transactions completed in respect of “ category 
one.” compensations and accepting or rejecting “ suggestions ” 
as to “category two” compensations. Hitherto, rejection has 
been their usual fate. 


* 


At this point, the process of compensation is carried a stage 
further by calling in the aid of contributions and counterpart 
drawing rights agreed to in October, 1948. In order to arrive 
at the deficit or surplus between each member for the preceding 
month, the agent will compare the changes in the balances 
available for compensation during that month. (It is at this point 
that the information about such matters as gold payments and 
transfers from blocked balances becomes_relevant.) Let it be 
assumed that the Bank of France’s sterling balance at the end of 
November stood at {10 million, and at the end of December 
at £9 million ; that would indicate that a deficit of £1 million 
had been incurred by France during the month of December. 
But if, during that period, £2 million of gold had been sold 
by France to the United Kingdom and a further £2 million 
had been transferred to the working account of the Bank of 
France from blocked proceeds of sales of French securities, the 
true-deficit incurred by France would have been £5 million. 
After comparing the balances of each country against the others, 
so adjusted, the agent calculates the intra-European surpluses 
and deficits for the previous month. These are then ntatched 
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with the remaining and available contributions and draw; 
rights—not forgetting that not more than 75 per cent of th 
amounts agreed in Paris last October for the year to June 3 
next may be utilised before March 31st next. 

The agent then calls on the contributors to make available 
the amounts equal to the drawing rights exercised against them, 
The appropriate part of the British contribution’ to France, for 
example, will be credited to the Bank of France’s account at the 
Bank of England. — Simultaneously, the agent cables to the 
Economic Cooperation Administration in Washington informing 
it of the use of contributions and drawing rights and instruct. 
ing it to make firm the “ conditional grants” to the creditors ig 
respect of their contributions. The monthly exercise is thas 
completed by about the middle of the succeeding month. The 
actual compensations operated under the scheme have pr 
not differed appreciably from the figure of about $19 
million a month maintained in the earlier version of the scheme 
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So long as the prevailing disequilibrium in intra-European 
balances of payments remains and restricts the scope for “ cate- 
gory one” compensations, that modest performance is all that 
can be expected. But, for the same reason the use of draw- 
ing rights is well up to schedule. As the first of the accompafy- 
ing tables shows, $198,386,000 of the agreed drawing rights of 
$810,400,000 for the year to June next have been used in the 
first three months. Some members, including Italy and the 
Bizone, have not used their drawing rights at all—an interesting 
commentary on the spirit in which the estimates of balances 
of payments were framed last autumn when it became apparent 
that surpluses would be given away. Others, notably Britain 
in its drawing rights on Belgium, are well ahead of schedule. 


Britain took only two months to exhaust its nine months quota 
from Belgium. 


So much for the history and detailed method of working the 
European payments scheme. A second article will discuss the 
possibilities of its improvement. 
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Wheat Pros and Cons 


N Wednesday a conference opened in Washington to 
O negotiate the terms of an international wheat agreement. 
There were two surprises, Argentina decided to send a delega- 
tion, and at the very last moment Russian representatives set out 
from Moscow. The presence of these two delegations has 
changed the character of the conference almost overnight. It 
signalises the transformation which has occurred in the world 
wheat market since March last year. At that time agreement 
was reached between the United States, Canada and Australia 
on the one hand, and Britain and other consuming countries on 
the other hand, for fixed supplies of wheat at prices within 
predetermined maximum and minimum limits, for a period of 
five years. That agreement (its terms were discussed in The 
Economist of March 27, 1948) was reached at a time when the 
importing countries were acutely anxious to secure at least their 
basic needs at prices more reasonable than those which had a 
few months earlier been recorded on the Chicago free market. 
Instead of three dollar wheat, the agreement put the maximum 
price for five years at two dollars ; and it fixed the minimum 
price at $1.50 in the first season, with reductions by 10 cents 
each year until in 1952-53 the minimum price would have been 
$1.10 a bushel. 

Three exporting countries and 33 importing countries signed 
this agreement, but last July the American Congress, despite 
President Truman’s repeated request, failed to ratify it. So, 
for the second year in succession, attempts to obtain an inter- 
national wheat agreement failed. (In April, 1947, the British 
Government stood out, on the ground—so quickly falsified— 
that the range of prices then proposed of $1.80 maximum and 
$1.40 minimum was “too high.””) Last year, these ideas about 
prices were much revised. Wheat at $1.80 looked cheap, com- 
pared with wheat at $3, which some importers were paying to 
America and Argentina, and Britain itself, having recently been 
purchasing wheat at $1.55 from Canada, had agreed to raise 
the contract price to $2.00 for 1948-49, and to pay Australia 
$2.70 a bushel. 

Until a week ago it seemed that a conference on an inter- 
national wheat agreement would be rather a routine affair, taking 
up the threads from last March, and introducing some changes 
in the range of prices to be agreed, but resulting in the end in 
an agreement not basically different from the one which was 
provisionally signed ten months ago. The appearance of the 
Russian and Argentinian representatives, however, is a change 
of major importance. The guaranteed supplies under last year’s 
agreement were for 500 million bushels a year, for five years, 
from the United States, Canada, and Australia. This quantity 
represented five-eighths of the total exports of the three in 
1947-48 ; the remainder was available for purchase in the open 
market. Argentina and Russia (whose total exports in 1947-48 
can be put roughly at 120 million bushels) were not parties to 
the agreement. Their absence meant that there was no united 


front of exporters—though neither Russia nor Argentina could 
claim any virtue for that fact ; it simply meant that they calcu- 
lated that they would do better for themselves by staying outside 
the agreement, In short, they were hoping for higher prices, 
and they were prepared to take the risk. If these calculations 
had been right, the importers would at least be assured of their 
basic supplies from the three exporters in the agreement ; if 
they turned out to be wrong, it was always conceivable that the 
importers could have increased their supplies by making addi- 
tional purchases from exporters outside the agreement, at lower 
prices. 

The important question which the participation of Russia 
and Argentina in the discussions raises is why they consider that 
participation this year might be worth while, whereas in earlier 
years they showed no interest in an international agreement. 
In Argentina’s case, the decision is the more. strange, because 
only recently Senor Miranda was asking why Argentina should 
be expected to sell its wheat cheaply when it had to pay dearly 
for imported manufactures. But it would hardly be surprising 
if both countries had not concluded, from the trends of the past 
year, that wheat, though not indeed plentiful, is. less scarce 
than it was ; that prices on the world grain markets are likely 
to fall further; and that an assured market for part at least 
of their export surpluses might pay better than selling them 
entirely for what they would fetch. Since the United States 
became the world’s biggest exporter of wheat, it has seen great 
advantage in an outlet for part of its production at predeter- 
mined prices. The same advantages of stability seem now to 
be attracting other producers, 

If, indeed, there is to be a wider participation by suppliers 
in a new wheat agreement, the importing countries will need to 
do some new thinking. Their delegations have set off for 
Washington fortified by two considerations: first, they could 
negotiate more successfully because the peak prices had long 
since disappeared, and because the prospective trend was still 
downward; and secondly, they had a clearer insight into the 
working of American aid, and of the principle that offshore 
purchases may not be made at prices higher than those prevail- 
ing in the United States. Now that the same discoveries appear 
to have been made by two potential new participants on the 
supplying side, the 33 importers may feel less certain about their 
bargaining position. They had two primary interests in the 
form of a new agreement. The first was to secure lower 
Minimum prices—for even they would have conceded that 
nothing below $2.00 could be secured as a maximum price, at 
least in the first year of the agreement, since that price has 
within the past week been agreed! between Britain and Canada 
for supplies during the 1949-50 season. The second was to 
avoid any burdensome commitment to accept “ price stabilisa- 
tion reserves ” when the market price of wheat falls below the 
agreed minimum, 
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These conditions were to some extent secured under the agres- 
ment which lapsed last year. It provided for a flexible system, 
enabling any participant to buy from any source ; the import 
quotas could be invoked by the exporters only when the price 
of wheat had fallen to the agreed minimum, and similarly the 
export quotas could be invoked by the exporters only when the 
price had risen to the agreed maximum. The division of these 
import and export quotas is shown in the accompanying tables. 
Throughout the five-year period of the agreement, the maximum 
price was to be $2.00 a bushel (Canadian currency, for No. 1 
Manitoba northern wheat, in store Fort William or Port Arthur). 
Minimum prices were to be reduced by 10 cents a year, from 
$1.50 to $1.10. Both importers and exporters undertook to 
maintain a price stabilisation reserve of 10 per cent of their 
respective quotas (that is, a maximum of 100 million bushels) 
to be accumulated when world prices fell below the agreed 
minimum levels. There were also escape clauses covering the 
possibilities of crop failure or balance of payments difficulties. 
And exporting countries were allowed to support domestic wheat 
prices, provided that such policies did not maintain an artificially 
high export price. 

The fact that last year’s agreement was not comprehensive 
‘was an important point in its favour. It left a margin of “ free” 
supplies which seemed sufficient to allow world prices to fluctuate 
fairly naturally between the price limits to which the participants 
had agreed. It gave a measure of security to both buyers and 
sellers, and provided an important element of freedom to im- 
porters if world supplies of wheat increased. From Britain’s 
particular standpoint, the total import of 180 million bushels 
a year under the 1948 agreement would have been well within 
the annual quantities which Britain has already undertaken to 
buy from Canada (140 million bushels) and from Australia 
(60 million bushels), But what form should agreement take if 
Russia and Argentina are to be included in it? The importing 
countries would lose the protection afforded by contracting for 
only part of their supplies if the exporters, for their part, 
attempted to impose fixed quotas at a fixed range of prices for 
substantially the whole of their export surpluses. There may, 
indeed, be a good case for retaining the total export quotas 
at last year’s agreed level of 500 million bushels, and for 
reducing the individual exporters’ quotas if Russia and Argen- 
tina wish to come in. But the new participants could hardly 
expect to receive any major concessions from the United States, 
Canada, and Australia. 

Two further points are bound to arise. One is the dollar 
escape clause, which under present conditions would be nuga- 
tory, since the larger importers can pay for wheat from the 
/United States and Canada from Marshall aid funds. But if a 
five-year agreement emerges from the present discussions, it 


All our own work 4.8. ee. oe 


Records and Statistics has two jobs. It brings together 
all important state papers, economic reports, and 
statistics from every country in the world. The 
second is to make a contribution to economic 
knowledge from our own researches. Recently 
Records and Statistics published extensive statistical 
analyses of the profits and balance sheets of industrial 
companies, We take some pride in these new 
figures, for they continue and greatly improve the 
work of forty years on industrial profits and they 
give, for the first time, prompt and accurate 
knowledge of industry’s finances. Both series of 
figures (which appear quarterly in Records and 
Statistics) are indispensable to students of British 
industry. 


The Economist, 22 Ryder. Street, London, §S.W.r. 
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will overlap the period of aid by a year, and the possibility of 
dollar shortage, even on the part of European countries which 
succeed in making greatest headway in recovery by 1952, clearly 
emerges from the recent four-year plans. The second questieg 
concerns the range of maximum and minimum prices which 
has to be fixed. This time, at any rate, agreement will be 
discussed against a background of falling prices. The price of 
American wheat is down to its “support level” of $2.24 3 
bushel, and reports of the condition of winter wheat in North 
America suggest the possibility of another good crop in 1949, 
The American delegation is apparently hopeful of obtaining 
agreement for a maximum price of $2.00 a bushel; the British 
delegation and others, though with less ground for their hope, 
favour $1.75 a bushel, President Truman has proposed an alle, 
cation of $56 million in the American budget to enable the 
Commodity Credit Corporation to sell its stocks below the 
domestic support price. If the American export quota is fixed 
at 185 million bushels, that allocation would enable American 
wheat to be exported at about $2.00 a bushel. 

But provided that there are adequate safeguards against the 
use of domestic price-supporting policies to keep the world 
export price of wheat artificially high, the minimum prices are 
likely to be of greater importance to buyers than the maximum 
price. It might be of greater advantage to importers to obtain 
a minimum price of, say, $1.00 in the last year of the agreement, 
even if that meant agreeing to a maximum price of $2.00 over 
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the whole period. No wise man would attempt to forecast the 
movement of wheat prices during the next five years ; but it 
can be said that, on what is known at present, the chances 
favour a fall in prices rather than a rise. In any case, it is 
obviously in the interest of importing countries to secure the 
maximum advantages from falling prices, if they should occur. 
Since the initial minimum price was fixed at $1.50 last yeat 
—after the Chicago market had so recently seen three-dollar 
wheat—a minimum price of $1.40 in the first year, falling 
by 10 cent steps each year to $1.00, would recognise the fall 
that has since occurred. 

It may be argued that Britain has little to gain or to lose from 
a wheat agreement, since its requirements are already covered 
by long-term contracts with Canada and Australia which will be 
incorporated in the agreement. But, as the recent negotiations 
with Canada have abundantly proved, price remains a crucial 
consideration. Agreement might mean a reduction in the price 
payable to Australia; the prospect of an agreement may well 
have prompted the Canadian authorities to accept $2.00 in the 
recent negotiations for supplies in 1949-50. But perhaps the 
real significance of a wheat agreement would be the fact that it 
would be the first postwar commodity scheme devised 
to conform to those precepts of international trade which the 
Americans themselves have done most to foster. Its form 


would therefore provide a pattern for other commodities, like 
tin, rubber and sugar. 
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Business Notes 


Bankers on Government Expenditure— 


The bank chairmen this year—all their annual statements 
are now available except Lord Linlithgow’s, which will not be 
released until just before the meeting next month—have certainly 
made a notable contribution to the discussion of Britain’s economic 
problems. As usual, they have surveyed a wide field, ranging 
from rather sombre forecasts about the future of the terms of 
trade to the prospects of particular industries. But the problem 
which is uppermost in the minds of most of them is undoubtedly 
the problem of Government expenditure. Captain Eric Smith, 
of the National Provincial Bank, referring to it as “one of our 
principal tribulations,” comments that “there appears to be no 
eflort either to recognise it or to restrict it.” Sir William 
Gocdenough, of Barclays, speaks of the “appalling rate” of 
Government spending and declares that the level of taxation 
required to meet it 

not only inhibits the building up of our desperately needed capital 

reserves, stultifies the essential accumulation of savings and enfeebles 

the spirit of enterprise, but represents a proportion of the national 

income greater than can be borne indefinitely. 
Sir Thomas Barlow of the District, Mr A. H. Bibby of Martins, 
and Mr. G. P. Dewhurst of Williams Deacon’s, all speak in a 
similar strain of this need to lighten the burden of Government 
spending, while Lord Balfour of Burleigh, of Lloyds, declares 
that “there must be ample scope for overall economics” and 
suggests that the cost-of-living subsidies should be reduced by 
stages “even if part of the saving were used, as it should be, 
to mitigate any genuine hardship.” 

The identity of views among the bankers on this central issue 
becomes the more striking when their several arguments are 
eximined. The same conclusion is reached by a number of 
quite separate routes. All are agreed upon the need for reducing 
the level of taxation in order to promote incentive but, apart 
from this, some lay particular emphasis upon the importance 
of reinforcing the disinflationary policy, while others stress the 
need for releasing the maximum volume of productive resources 


for the maintenance and improvement of Britain’s industrial 
capital. The case for disinflation is most fully put by Lord 
Balfour. .Like Mr Rupert Beckett, of the Westminster Bank, 
he acknowledges thai the Chancellor’s policy of last Apel has 
had some success in restraining inflationary pressure but believes 
that “the danger of a renewed bout of inflation cannot yet be 
ruled out.” Inflationary conditions and unnecessary spending, 
he contends, are impeding the imperative redistribution. of 
manpower— 


Our present austere living standards can only be improved by 
greater production of the right things ; that can only come about by 
redistribution of labour ; redistribution of labour will not happen 
without disinflation; only by disinflation can normal monetary 
incentives be restored and a normal price mechanism be once again 
set to work, 

Moreover, he emphasizes that, if disinflation were “fully opera- 
tive” there would be “some modest temporary increase in 
unemployment”; without such an increase, indeed, the vital 
redistribution “may yet be unattainable.” His prescription is 
therefore now, as twelve months ago, “a sizeable budget surplus, 
achieved mainly by the curtailment of public expenditure and in 
spite of direct tax concessions designed to sharpen incentive.” 


* * * 


—and on Industrial Capital 


Other bankers—notably Mr Beckett and Mr Bibby—put the 
same problem in a different form. While advocating a firm dis- 
inflationary policy imposed by means of a budget surplus, they 
do not believe that this “forced saving” is an adequate solution 
in itself, first because the high level of taxation required may 
encroach still further upon private savings and, secondly, because 
the existence of a budget surplus may tempt the Government 
to increase, or at least to refrain from contracting, its own expendi- 
ture—especially its share in the nation’s investment programme. 
Put in this way, the argument shows very clearly that the 
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The Market Place, Peterborough 


Local markets give an accurate picture of the produce and the 
needs of the agricultural areas they serve. These may differ very widely 
with the district, and it is the task of the banker to ensure that he is 
fully acquainted with the special conditions affecting farming in his area. 

he varying needs of the farming community are particularly well served 
by Barclays Bank, who have developed a unique system of Local Head 
Offices covering England and Wales. The Local Directors of these Offices 
are men with an intimate knowledge of the districts they serve. Thus 
ey are in a position to deal quicky and effectively with all the varied 
Problems on which farmers may wish for information and assistance. 





BARCLAYS BANK LIMITED 





~Zo you trade with 
AUSTRALIA 


As a market for British manufactures and as a source of food and raw 
materials, Australia plays an Important part in Britain's economy. 
Whether your Interest Is In Imports or exports, the services of the 
Commonwealth Bonk of Australia can be of considerable assistance 
With over 400 Branches in the Commonwealth and New Guinea, 

and guaranteed by the Australian Government, the 
Bonk can provide the British trader with up-to- 






date, authoritative Information on every 
aspect of Australian commerce, 


COMMONWEALTH BANK OF AUSTRALIA 


London Branch; 8, Old Jewry, E.C.2 Also ct Australia House, Strand, W.C.2 
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necessary disinflationary policy cannot be successfully pursued 
without both a reduction in budgetary expenditure and a close 
control over the Government’s capital outlays, As Mr Beckett, 
among others, emphasised, it is imperative not only that preference 
should be given to capital projects which offer a fairly quick 
return but that care should be taken to avoid embarking now 
upon schemes which may not justify themselves in the long run. 

The classical instrument for achieving precisely such a selec- 
tion as this is the rate of interest ; but only one of the bankers 
even mentioned the possibility of reviving this method of control. 
The exception was Lord Balfour, who believes that the Chan- 
cellor “may well have to consider . . . a moderate stiffening of 
interest rates,” emphasising that the restraining effect of such 
an increase should be allowed to operate over the whole range 
of public expenditure as well as upon the private sector. To the 
usual argument that higher interest rates cannot be countenanced 
because of the resultant burden on the budget, Lord Balfour 
replied by pointing out that since the rise in rates would be 


needed as a safeguard against further inflation, “ this is the same 
thing as saying that if interest rates are not allowed to rise the 
cost of all other items of Government expenditure will tend to 
increase.” Moreover, the immediate cost to the Treasury of any 
given rise would actually be small, especially if rates payable on 
floating debt remained unchanged—and it is “ arguable,” Lord 


Balfour suggests, whether they would need to be affected. 


The case for reducing Government expenditure with the object 
of freeing resources for the benefit of industrial development was 
most fully stated by Sir William Goodenough. Sir William shares 
the general view that the nation’s investment programme as a 
whole is already absorbing as large a proportion of the national 
resources as can be spared at present, but that the maximum 
benefit cannot be secured from these outlays unless they are 
concentrated to the “greatest extent possible upon well con- 
. if need be at the expense of 
other forms of new capital outlay, however desirable in them- 
selves.” Indeed, Sir William believes that a higher proportion 
of the national income will need to be devoted to industrial 
investment “not merely in the wext few years but, so far as 
one can see, for all time in the future.” He bases this view 
upon the extent of under-maintenance during the war, upon the 
effects of postwar inflation and of the probable continuing upward 
trend in prices, upon the much more important role of exports 
in Britain’s postwar economy, and upon the effects of increasing 
industrial efficiency abroad in raising the rate of obsolescence. 
For all these reasons, Sir William calls for the maximum diversion 
of resources for the replenishment of industrial capital, and 
appeals for a lightening not only of the general burden of taxa- 
tion but of the special burden which fails upon industry. This last 
plea figures in almost every one of the bank chairmen’s state- 
ments, and there is no doubt that a good deal more will be 
heard of it before the budget—as, indeed, of this whole problem 


sidered industrial investment . . 


of excessive Government expenditure, 
* + . 


German Export Competition 


The Bizone of Germany is now exporting at the rate of 
$800 million a year, and (there is little doubt) will exceed substan- 
tially its export target of $668 million for the current Marshall Plan 
year. The bulk of German exports since the war has consisted of 
raw materials (principally coal and timber).and if steel scrap and 
semi-finished products are added these still account for a little 
more than half the value of German exports. As the bizonal 
export programme develops, however, finished manufactures take 
a larger share, and there is little doubt that manufactures will 
form more than half of German exports in 1949. The targets 
for 1949-50 ($1,000 million) and 1952-53 ($3,000 million) give an 
idea of the expansion intended, and it is inevitable that a large 
part should fall on the traditional German export groups 
(machinery, chemical and pharmaceutical products, metal products 
and textiles) which formed more than half of German exports in 
1936. What the actual pattern will be it is, however, too early to 


say ; the cost structures of German industries have changed since 


the war in their relation to one another and im their relation to 
competing industries abroad, and it remains to be seen which will 
be able to survive in export trade under the present conversion 
rate of 30 cents to the mark. Recent German comment suggests 
that the 30-cent rate will impose a number of radical changes on 
the bizonal export effort; or, alternatively, that the rate itself 
may have to be reduced. A recent report by Senator Harmssen, 
of Bremen, and a group of Bremen economists to the bizonal 


economic department suggested that a detailed comparison of the 
purchasing power of ‘money in Germany and other countrics 
indicated that the equilibrium rate would be 27 cents. 
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The expansion of German exports, necessary as it is to Europe 
and to the American taxpayer, is not likely to be achieved without 
making some British goods harder to sell. -Some complaint 
from British exporting interests are, in the cir 
to be expected. They have lately been louder and mop 
numerous—from the bicycle makers, the motor manufacturers, 
diesel engine makers, the Sheffield cutlery trade, and the scie 
instrument makers ; while even the shipbuilding and engineering 
trade unions have sent a deputation to see the President of th 
Board of Trade about German competition. To object to German 
competition as such is an obvious waste of time. More usefyl 
would be a serious attempt, supported by detailed price com. 
parisons and if possible by information about German costs, tp 
demonstrate whether there is, in fact, any German competition 
at present of a kind which deserves the names of price-cutting, or 
dumping, or indeed any name except that of legitimate trade, 
Mr Harold Wilson, who discussed the matter in London thi 
week, was right to make the distinction. Without firm evidence 
of unfair practices it is really useless for British industries 
embark on controversies of this kind. 


Banking and Finance 


Agreement with Belgium 


The feature in the new commercial agreement with Belgium 
which has inevitably taken the limelight is the arrangement by 
which British tourists will again be allowed to visit Belgium and 
Luxemburg. The Treasury rule “ No gold for tourists ” has not 
been wholly relaxed, but ways have been found of reducing 
planned British imports from Belgium, mainly of less essential 
goods, by a sum of £1,100,000 and this has been earmarked tp 
meet British tourist expenditure in Belgium and Luxemburg in 
the year beginning May 1, 1949. The allocation of this quota has 
not yet been settled, but it is probable that the Swiss example 
in solving a comparable problem will be followed. This would 
mean that the task of allocation would be left to the Belgian 
authorities who would grant allowances according to the length 
of stay of the visitor and who would, moreover, exercise an 
overall control which would ensure that the flow of tourists was 
spread fairly evenly over the scason. 

The commercial discussions covered the programme of trade 
for the first six months of 1949 and dealt particularly with the 
requirements of the United Kingdom in respect of essential 
imports, notably steel and flax, which are to be purchased toa 
total value of approximately £20 million. In addition the United 
Kingdom will facilitate the import of certain less essential goods 
in this period up to a value of £3,000,000. The Belgian and 
Luxemburg Governments will, for their part, seek ways and means 
of increasing imports from the United Kingdom and with the 
rest of the sterling area. There are many types of goods ranging 
from motor cars to nylons where the substitution of sterling for 
dollar imports could be effected in complete accordance with 
the objectives of the European Recovery Ptogramme. 

The new arrangements which were hammered out during the 
meetings of the Anglo-Belgian economic committees form an 
amendment of the Anglo-Belgian agreement which covered the 
twelve months to June 30, 1949. Amendments were called 
for firstly in order to minimise the persistent loss of gold to 
Belgium which has occurred during the last few months, and 
secondly in order to find ways and means of restoring British 
tourists traffic to Belgium, the loss of which has borne very 
harshly on Belgian coastal resorts and other tourist centres which 
had come to depend so much on British custom. 


* . * 
Canadian Loan Freed 


_ Hard on the heels of the Anglo-Canadian agreement on the 
price of wheat for the last year of the four-year contract comes 
the announcement that the unspent balance of $235 million in 
the Canadian loan of $1,250 million granted to Britain in 1946 i 
again available for drawings. Drawings on this loan welt 
suspended jast April, as a result of the exceptional reserve 
difficulties in which Canada found itself, and also ia 
view of the growing difficulties Britain was making about col 
tinuing its purchases of Canadian foodstuffs other than wheat. 
Not all these troubles have been swept away. But there has 
been a remarkable improvement in. Canada’s exchange position 
with the United States in recent months, to which the lower 
US tariff has unquestionably contributed appreciably, At the 
same time, the discussions that preceded the agreement on the 
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THE CONDITIONS which interest the modern exporter are those 
prevailing in his market, the * commercial weather’ in which 
he must trade. British products will always sell in Australia and 
New Zealand provided they are adapted in both quality and 
price to the Dominion markets. The Overseas Department of 
The Bank of Australasia can put at the disposal of the British 
exporter accurate up-to-date information from the Bank’s 
Branches *‘ down under’ giving him a picture of prevailing con- 
ditions upon which he can base his export programme, 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 


HEAD OFFICE: 4, Threadneedle Street, London, E.C.2. (Manager: G. C. Cowan) 


CREDIT 
LYONNAIS 


(Limited Liability Company incorporated in France) 


LONDON 40, LOMBARD ST., E.C.3 
WEST END BRANCH: 
25/27, CHARLES HI ST., HAYMARKET, S.W.1 


Private Safes for rental at this Office. 


Central Office - - PARIS 


Head Office - - LYONS 


OVER 1,300 BRANCHES IN FRANCE. 
33 BRANCHES IN ALGERIA, TUNISIA & MOROCCO. 
Also at ABIDJAN, ALEXANDRIA, ANTWERP, BARCELONA, 
BRUSSELS, CAIRO, DAKAR, DUALA and YAOUNDE (Cameroons), 
GENEVA, GHENT, LUXEMBURG, MADRID, PORT SAID. 
SUBSIDIARIES IN BRAZIL: 

BANCO FRANCES E BRASILEIRO, S.A. 

RIO DE JANEIRO AND SAO PAULO. 

SUBSIDIARY IN PORTUGAL : 
CREDIT FRANCO-PORTUGAIS, LISBON -AND OPORTO. 


CORRESPONDENTS IN ALL PARTS OF 
THE WORLD 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THE WORLD. 
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ene Centres 
~ of Commerce 


VaNGanY 5 ZANZIBAR 
The network of branches operated by the 
NATIONAL BANK OF INDIA LIMITED 
covers INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR and ADEN 
With this geographical distribution the National Bank of India Ltd. 
is particularly well placed to provide market information and a full 
sange of banking facilities for all those interested in trade or industrial 
development in these territories. Enquiries are welcomed at the 
Head Office of the Bank at the address given below. 


Bankers to the Government in Aden, Kenya Colony; Zanzibar and Uganda. 
HEAD OFFICE: 26, Bishopsgate, London, B.C.2, 

General Manager: T. T. K. Allan. 

London Manager: W. Kerr. 






Deputy General Manager: N. W. Chisholm. 
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wheat price appear to have left a much happier atmosphere about 
future commercial relations between the two countries. 

The release of the unspent balance of the loan thus followed as 
a matter of course. The drawings on it are to be limited to 
$10 million a month, so that the line of credit will be available 
over a period of two years. Together with offshore purchases 
financed with Marshall dollars, these releases should fill the 
considerable gap which will probably persist in Britain’s balance 
of payments with Canada for some years to come. 

The discussions opened this week by the United Kingdom- 
Canada Continuing Committee on Trade and Economic Affairs 
will range over the whole sphere of economic and commercial 
matters of mutual concern. Priority in these discussions will 
probably be given to the long-term problem of the balance of 
payments between the two countries, With the help of Marshall 
aid and the balance of the loan, there is fortunately time to con- 
sider this problem with comparative calm and seemly reflection. 
But prodigies of export promotion to Canada will have to be 
achieved if within three years commercial relations between 
Britain and Canada are not to be disturbed, to the disadvantage 
of both parties, by considerable further cuts in British imports 
from Canada. 

* * ~ 


Sterling for Turkey 


The agreement recently reached in Ankara on commercial 
and financial relations between Turkey and Britain was the pro- 
duct of long and somewhat difficult discussions. It had been 
evident for some time past that Turkey was becoming extremely 
short of sterling. A British mission, headed by a Treasury repre- 
sentative, had therefore been planned to discuss with the Turks 
what additional quantities of food and feeding stuffs Britain might 
import from Turkey. The mission was given an added task as 
a result of difficulties which developed in Paris last autumn when 
the intra-European payments scheme and its contributions and 
drawing rights were discussed. On that occasion the Turkish 
representatives reserved their position regarding sterling, objecting 
to the fact that the United Kingdom had not seen fit to grant 
them any drawing rights under the scheme. 

The trade discussions progressed reasonably well, and plans 
have been drawn up for larger imports of Turkish cereals and 
other foodstuffs into Britain. These plans must, however, be 
regarded as hopes rather than as expectations. Turkey does 
not operate a directional control of exports, while there are in 
the neighbouring Middle Eastern countries potential buyers who, 
owing to the inflation in their currencies, to say nothing of their 
possession of sterling balances, are prepared to offer rather higher 
prices than the British Government is willing to offer. This 
part of the agreement must, therefore, be taken as an expression 
of good will rather than as a clear-cut definition of future trade. 

The discussion on the payments side yielded a good deal of 
additional information, more particularly on Turkish dealings in 
sterling with third parties. As a result of these discussions the 
British Government has announced its willingness to grant 
Turkey a contribution of £2,000,000 under the Intra-European 
Payments Scheme. With that assistance Turkey should find it 
possible to meet its deficit with the sterling area up to June 30, 
1949. 


* * x 


S.E. Agency Rules Rescinded 


The controversy about the new rules on the sharing of Stock 
Exchange commissions has been resolved—for the Council has 
decided to rescind them. In effect this means that there will be 
no change in the rebate on commissions to any of the outside 
agencies. The Council of the Stock Exchange has at the same 
time left itself free to examine afresh the question of rebates 
on agency commissions, and it seems that it has every intention 
of doing so, in view of the extremely low level of turnover under 
existing conditions. It is also understood that the banks now do 
not intend to proceed with their increases in charges to members 
of the Stock Exchange, since these increases were intended to 
recoup the loss arising from the forfeiture of rebates on Stock 
Exchange commissions. 

The Council maintains that its decision has not been influenced 
by anything the banks have done or intended to do in the way 
of increasing their charges to the members of the Stock Exchange. 
Rather, it holds that it was moved by the realisation that a large 
section of members were not in agreement with the Council on 
the issue. It was by no means certain, however, that a majority 
vote would have been cast for postponement of the rules at the 
adjourned meeting of members which was to have been held on 
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February 25th. In fact, many members who were undecided 
about the wisdom of the changes in principle had been swayed 
to the side of the Council by considerations of unity and prestigs 
in the face of seeming dictation from the banks. But even if th 
Council’s explanation of its decision shows—as it was bound ty 
show—evidence of wounded amour propre and disappoi 

in a cause for which it had sincerely laboured to serve the bey 
interests of members, there can be little doubt that the righ 
course has been taken. Peace reigns in the City, but it is q 
brooding peace, and the problem of resuscitating the earning 
power of Stock Exchange firms remains to be solved. 


* * * 


Scottish Motor Traction Settlement 


The agreement signed on Tuesday between the British Trans. 
port Commission and Scottish Motor Traction allows for a total 
payment of £20,498,000 for the assets of the undertaking vested 
in the Commission. ‘These consist mainly of the transport asset 
the Sales and Service Organisation and the Scottish Midland 
Guarantee Trust being excluded. Since half the ordinary stock 
of the company is already held by the Commission, the sum 
accruing to the preference and other ordinary sharcholders will 
amount to £10} million. To this amount remains to be added 
£457,000 representing adjustments arising between the “take 
over” date March 31, 1948, and September 3oth last, while a 
further amount of £1,650,000 has to be deducted for the Com. 
mission’s share of non-vested assets. As a result of this arrange. 
ment all the non-vested assets will belong to the remaining share- 
holders. These adjustments make a presumptive figure of 
£9,057,000 for the net sum to be received by the company from 
the Commission. This will be paid in the form of 3 per cent 
British Transport Stock 1968-78 issued at 102 per cent and carry- 
ing interest from April 1, 1949. In addition, interest at 3 per cent 
on half the purchase price of the assets will be paid for the six 
months from October 1, 1948 and April 1, 1949. A further 
amount of approximately £3,000,000 will be paid to holders of 
minority interests in SMT’s subsidiary transport companies, 

The §s. ordinary shares of Scottish Motor Traction were particu 
larly depressed when dealings opened on Wednesday, for the bare 
figures contained in the announcement by the company suggested 
a break-up value of 108s., which was well below the closing price 
of 114s. on Tuesday. As a precautionary measure, jobbers were 
quoting the shares at 95s. at the outset on Wednesday ; but this 
price attracted buyers when, later in the day, Sir William 
Thomson, the chairman of the company, proffered his owa 
estimate of around 114s.—with the rider that a capital repayment 
of 1oos. on the §s. ordinary shares was probable—jobbers had 
good cause to regret their earlier miscalculation. In addition toa 
cash payment the ordinary shareholders would still retain part of 
the business as a going concern—as a new company to be named 
the Scottish Motor Traction Sales and Service Company. The 
fate of the 6} per cent redeemable cumulative £1 preference 
shares appears to be less certain. Buyers of these shares at 4 
substantial premium may feel they would have a grievance ia 
the possible event of repayment at par (though Sir William has 
hinted that they may do slightly better than that), but ordinary 
shareholders can consider the outcome of the deal satisfactory 
from their point of view, In 1947 the price of the §s. ordinary 
shares fluctuated between 53s. 6d. and 82s. At one time in 1948 
they could be bought for under 80s. On Thursday they were 
a good market at about 105s. 


* * o 


The Vactric Mystery 


_An offer of 25s. per share for the 45 per cent of the ordinary 
capital of Vactric owned by the managing director of the company, 
Mr W. C. Pegley, and his relatives has been made by a foreiga 
buyer. The offer has been orally accepted on the condition that 
the purchaser liquidates the debt of the company to the Treasury 
amounting to £500,000. No offer has been made in respect of 
the remaining §5 per cent of the ordinary capital. 

A statement from the directors of the company would appeat 
to be overdue. From a low level of 4s. 9d. last summer—wheal 
the company was in serious straits—the price of the ordinary 
shares had risen to 18s., and at times has actually been higher than 
that of the 6 per cent redeemable £1 cumulative preference shares 
now quoted at the wide price of 15s.-20s. Naturally, shareholder$ 
outside the family circle are piqued at the exclusive nature of 
the bargain now disclosed. The price offered for the 45 per cent 
holding is of little assistance in assessing the true market value 
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STANDARD. BANK 
or SOUTH AFRICA. uimitep 


Bankers to the imperial Government in South Africa and to the Governments 


of Southern Rhodesia Northern Rhodesia Nyasaland and Tanganyika 


- £10,000,000 
£2,500,000 
£5,009,000 


Capital Authorised and Subscribed 
Capital Paid-up - pind? Soviswerl oeitiq < 


Reserve Fund - - - - - “ 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, E.C.4 


LONDON WALL Branch—63 London Wall €.C.2 
WEST END Branch—9 Northumberland Avenue W.C.2 
NEW YORK Agency—67 Wall Street 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 


at ali Branches and Agencies. 


ALEXANDERS DISCOUNT COMPANY 


LIMITED. 
Statement of Accounts, 3lst December, 1948 
LIABILITIES £ - 
Authorised Capital, 1,300,000 Shares of 
£2 each a .. 2,600,000 


Issued Capital — 
100,000 £2 6% Cumulative Prefer- 
ence Shares, fully paid 200,000 
1,200,000 £2 Ordinary Shares, fi 
paid... 1,200,000 
1,400,000 


(Reserv e L iability £1,200, 000) a 
Share Premium Account ‘ . 1,733,750 
General Reserve . 466,250 
ma 2,200,000 
Profit and Loss Account aed ast 380,700 
3,980,700 
Loans, Deposits, Sundry Creditors and 
Contingency Reserves 105,078,952 
(Including Liabilities of £103, 467,746 
secured on certain assets per contra.) } : 
Final Dividends (less tax) recommended 69,300 


— TES—— 
. There is a Contingent Liability 
in respect of bills Re-discounted 
a4 £7,168,160 (excluding Treasury 


ils). £109, 128, 952 


2. ‘Taxation recoverable to date has 
been included in these accounts. 


ASSETS 
Balances at Bankers and Cash in Hand 
Bills Discounted (less provision for 
rebate) ay 52,001,409 





£ 
1,447,744 


British Government Securities (quoted) 54,070,637 
Dominion and Colonial Government 
Securities (quoted) .. 1,170,235 
Loans on Security and Amounts 
Receivable ; aaa . 438,927 
£ 109,128,952 





24, LOMBARD STREET, LONDON, E.C.3. 
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Those who wish to invest in a young 
and growing country, whether by 
active participation in establishing 
industries there or by purchase of 
securities, may obtain a free copy 
of this booklet from their bankers 


or direct from:— 


BANK OF 
NEW SOUTH WALES 


(Incorporated In New South Wales with limited Hoability) | 


LONDON OFFICES: 
29 Threadneedle Street, E.C.2 
47 Berkeley Squore, W.! 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


THE 


UNITED COMMERCIAL 
BANK LIMITED 


(Incorporated in India. Liability of Members is limited) 
Head Office : 


2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Esq., Chairman. 
@ 
AUTHORISED CAPITAL . Rs. 80,000,000 
SUBSCRIBED CAPITAL . Rs. 40,000,009 


PAID-UP CAPITAL: . . Rs. 20,009,009 
RESERVE FUND: . . . Rs. 4,000,009 


With over 60 Branches at the leading centres of Industry 
and Commerce in India, Pakistan and Burma, The 
United Commercial Bank is well equipped to serve 
Banks, Commercial Institutions and individuals carrying 
on business with India or intending to open connections 
with that country. 


B. T. THAKUR, General Manager. 
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LLOYDS BANK 


LIMITED 


Head Office: 71 Lombard Street, London, E.C.3 


e 


Statement of Accounts 


31st December, 1948 





LIABILITIES @ 


Paid-up Capital one ow 15,810,252 
Reserve Fund (Share Preminsh Account ead Gen- 

eral Reserve) 13,800,000 
Current, Deposit, and other Accounts... ee 1,124,206,698 




















Acceptances, Endorsements, Guarantees, etc. oon 56,607,876 


ASSETS 


Cash, in hand, with Bank of England and Eastern 
Reserve Banks ... 83,413,772 

Balances with, and Chowne in Coune of: Collec. 

tion on, other Banks in the British Isles ose 48,477,744 






Money at Call and Short Notice ... eee ooo 89,623,100 
Balances with Banks abroad eos eee eee 6,831,127 
Bills Discounted pte oo eee soe ooo 135,468,657 
Treasury Deposit Receipts ... oe ese 253,000,000 
Investments ... ee ove 274,650,053 


Loans and Adiehets ee cow 226,257,548 
Items in Transit es eae ose ene oan 17,963,201 
Trade Investments (including Investments in 

Subsidiary and Auxiliary ren — 7,636,272 
Other Assets and Accounts ee ee ooo 3,644,858 
Bank Premises eee ooo 6,910,618 
Liabilities of Customers Sao Aassneniets: &ec. eco 56,607,876 


MARTINS BANK 


LIMITED 


STATEMENT OF ACCOUNTS, 3ist December, 1948 


LIABILITIES 


Capita! paid up ‘ai ets nes gre «- £4,160,042 

Reserve Fund . obs 4,260,042 

Current, deposit and other accounts (including 
Profit and Loss Account) one 

Acceptances and — on account of 
customers ... ve -* eae om e» 23,644,444 


288,785,329 


£320,849,857 


ASSETS 


Cash in hand and at Bank of England ; £24,695,249 
Balances with, and cheques in course of collection 

on other banks in the British Isles ew (14,184, 171 
Money at call and at short notice ... a +. 27,036,000 
Balances with banks abroad ... oe nek ie 533,759 
Treasury Bills ... ob vlad at fee «« 26,500,000 
Treasury Deposit Receipts ... aa ss --» 64,000,000 
Bills discounted im a a ii ss 2,780,837 
Investments... --- 69,048,958 
Advances to customers ‘and other accounts. ««« 65,065,148 
Trade Investments Sag fa ie oie 392,092 
Bank Premises ois 2,969,199 


Liability of customers for acceptances and’ ‘engage- 
ments éke bit nd dso w+ 23,644,444 


£320,849,857 


LONDON DISTRICT OFFICE: 68 LOMBARD STREET, E.C.3. 
HEAD OFFICE: WATER STREET, LIVERPOOL, 2 
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ABRIDGED PARTICULARS. 


HECTOR WHALING 


LIMITED 


(Incorporated in England under the Companies Acts, 1908-1917) 


SHARE CAPITAL 
Issued or 
Authorised : to be issued 
£900,000 divided into 900,000 74 per 
cent. Cumulative Partici- 
pating Preferred Shares of 
fleach ... ... £846,006 0 0 
225,000 = divided into 900, 000 Ordinary 
Shares of 5/- each (of 
which 846,006 are issued) 211,501 10 @ 


£1,125,000 £1,057,507 10 0 


— 





The Company and its subsidiaries have obtained from 
their Bankers certain secured loans details of which are 
given in the Prospectus. 


ISSUE OF 
846,006 7} PER CENT. CUMULATIVE PARTICI- 
PATING PREFERRED SHARES OF £1 EACH AT 26/- 
PER SHARE. 


The Subscription List will open at 10 a.m. on Thursday, 
3rd February, 1949, and will close on the same day. 

At the issue price of 26/- a 7} per cent. dividend yields 
£5 15s. 4d. per cent. 

The Prospectus (on the terms of which alone applica- 
tions will be considered) will be advertised on Monday, 
31st January, 1949, and shows, inter alia, that :— 

1. The above Preferred Shares are in a full year 
entitled out of any profits of the Company from time to 
time determined to be distributed by way of dividend to 
(i) a fixed cumulative dividend at the rate of 74 per cent. 
per annum; and (ii) (so long as the number of issued 
shares of each class remains equal) a further dividend of 
1 per cent. (i.c., 2-4d. per share of £1) for each 10 per cent. 
(i.e., 6d. per share of 5/-) in excess of 40 per cent. paid on 
the Ordinary Shares. Details of the dividend rights for the 
year ending 3ist July, 1949, are given in the Prospectus. 

2. The Company’s present interests comprise :— 

(a) About 99} per cent. of the Ordinary Shares of 
United Whalers Limited which owns the floating 
factory “ Balaena,” whalecatchers, etc. 

(5) All the issued capital of Hector Tankers Limited 
which is intended to take over from United 
Whalers Limited the construction contracts for 
two diesel tankers. 

(c) Three ships agreed to be purchased from United 
Whalers Limited. 

(d) All the issued capital of Hector Products Limited 
formed to market certain of the products of the 
whaling expedition. 

(e) All the issued share and loan capita! of Hector 
Whaling South Africa (Proprietary) Limited 
formed to undertake the agency work in Cape 
Town for the whaling expedition and to acquire 
interests in two South African Companies each of 
which owns a ship-repairing business in Cape 
Town. 





a) 


Copies of the Prospectus (on the terms of which alone 
applications will be considered) and Forms of Application can 
now be obtained from :— 

The Bankers : 

HAMBROS BANK a 41 Bishopsgate, London, 

2.C.2. 
The Brokers : 
LAURENCE, KEEN & GARDNER, Ocean House, 3 Old 
Broad Street, London, E.C.2, and The Stock Exchange, 

London. 
ROWE & PITMAN, 43 Bishopsgate, London, E.C.2, and 

The Stock Exchange, London. 
and from the 
Registered Office of the Company : 

41 ion Grosvenor Street, London, W.1. 
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of the remaining shares. Judged by recent earnings, this week’s 
price of 16s. 6d. places a most generous valuation on the shares. 
In the absence of full details, it may be premature to criticise 
the acceptance of the offer, especially as the repayment of the 
Treasury loan, which was granted on peculiarly stringent terms, 
might enable the company to revive its trading fortunes. This 
loan of £500,000 was granted last July under the Distribution of 
Industry Act, and has to be repaid in five years. During its life 
directors can be appointed only with Treasury approval, and no 
ordinary dividend can be paid without Treasury consent. It has 
been assumed for some. time that a scheme is mooted whereby 
Vactric’s manufacturing plant would be utilised for the production 
of automatic sales machines for Coca Cola to be marketed in 
South America. 


* * * 


Criterion Restaurants Deal Off 


A bad impression has been created in the City by the ill- 
fated offer to purchase Criterion Restaurants which has been 
attended by considerable speculation in the §s. ordinary shares 
of the company during the past month. The shares began to 
rise late last year, and during the first week in January the price 
was up to 148. Speculators were not deterred by a denial issued 
by the chairman on January 7th that an offer had been made, for 
it seerms that later the same day an offer was, in fact, received. 
On January 11th, this was revealed to shareholders in these 
terms: “An offer has been received by the company for the 
purchase of the company’s business and assets. The offer is 
subject to contract and survey, and to the proposed purchasers 
being satisfied on certain other matters. In the circumstances, 
the directors cannot advise the shareholders to part with their 
shares at the present time. It is hoped that a further announce- 
men will be made within the next 14 days.” It was hardly 
surprising that on this confirmation of market rumours the 
price jumped sharply, to around 17s, 6d., after being less than 
ios. a fortnight earlier. 

Now that the offer has been peremptorily withdrawn and details 
have been published, it seems surprising that it was made in the 
first place. The would-be purchasers appear to have been com- 
fortably in funds, since they were prepared to pay some 
£1,350,000 in cash to the vendors. But they do not appear to have 
had a very clear idea of what they were to get for their money. 
And they seem to have been particularly anxious that the deal 
should be kept secret until they could satisfy themselves more 
thoroughly on the conditions of the offer, n the other hand, 
since the directors were faced with a rising market in the shares 
and by a not unnatural desire on the part of the market and the 
public for definite information, they could scarcely do otherwise 
than reveal that an offer had been made. They were also obliged 
to make it palpably plain that it was an extremely tentative offer. 
While the statement on January 11th did not pretend that the 
offer would necessarily lead to a sale, the implication behind the 
directors’ advice to shareholders to retain their shares was that 
it might do so. That advice turns out to have been unfortunate. 
Since the offer was withdrawn, the shares have slumped to below 
Ils., or little above the level before the rise started a month ago. 


Industry and Trade 


Two-Dollar Wheat from Canada 


Agreement on the price of Canadian wheat for 1949-50, the 
last season of the Anglo-Canadian contract, was reached in Ottawa 
last week. The official announcement, which arrived after last 
week’s issue of The Economist had gone to press, contained no 
surprises. The price has been kept at the current level of $2 a 
bushel with the reservation that no final settlement of Britain’s 
obligations under Clause 2(b) was attempted. This clause states 
that the price for the two last seasons of the contract will pay 
due regard to the difference between the prices fixed for the 
first two seasons and the existing world prices. The British and 
Canadian Governments have agreed to meet before July 31, 1950, 
to settle any outstanding payments. But if Britain’s obligations 
M respect of past supplies are to be cancelled out by then, the 
world price of wheat will have to fall very sharply during the 
next eighteen months, Final settlement will take the form either 
of a cash payment or of a new four-year contract, The latier 
alternative, however, will depend on the outcome of the present 
negotiations in Washington for an international wheat agreement. 

this matter of compensation, however, Britain could make 
Out a very strong case. Admittédly the price for Canadian wheat 
sold to Britain in 1946-47 and 1947-48—$1.55 a bushel—was well 
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below the corresponding Chicago quotations. But under the 
Canadian contract, Britain took 160 million bushels of wheat a 
year off the world market, which in itself tended to accentuate 
the rise in the “ world” price. Canadian farmers may look back 
in retrospect and imagine that they could have secured a higher 
price for their wheat by selling it on the “free” market. Yet 
it is doubtful whether, if that had happened, total Canadian farm 
income would have increased to any considerable extent. The 
high wheat prices during 1947 and 1948 were directly related 
to the large-scale purchases of the US Commodity Credit Corpora- 
tion to prevent wheat being fed to livestock. 

Britain’s obligation under Clause 2(b) of the wheat contract 
must be reviewed in the light of these facts. It would be unfair to 
take the simple difference between the contract price and the 
world price. Allowance must be made for the security given to 
the Canadian farmers, for their restricted alternative outlets, and 
for the exaggeration of the world prices of wheat caused by the 
existence of the Canadian wheat pact and by the buying policy 
of the US Commodity Credit Corporation. On this line of 
reasoning, Britain’s obligations would be smaller than is some- 
times imagined. 


* * * 


Finnish Trade Pact 


The trade discussions with Finland were concluded this week 
in London. The agreement is only a framework which sets the 
proportion of essential and non-essential goods which each country 
will send the other, It also covers the probable future trend of 
trade between the two countries and the balance of payments in 
the current year. Last year Britain imported more goods from 
Finland than was originally contemplated under the agreement of 
last March, and Finland thereby accumulated sterling. ©The 
problem was to persuade Finland to continue exporting timber, 
woodpulp and newsprint to Britain on the same or on an increas- 
ing scale without having to make too generous allocations of coal 
and steel in return. Whether the negotiations have succeeded in 
this respect is not known, because the Board of Trade has again 
adopted the ill-conceived policy of withholding the details. Such 
secrecy can have only one result—other European countries will 
presume that Finland has managed to obtain a far larger allocation 
of both coal and steel, and they will feel that their own bargaining 
position is stronger. 

The official communiqué resorts to general observations. “In 
addition to sending larger quantities of timber, pulp and news- 
print, Finland will continue to export to the United Kingdom 
other products of her woodworking industries at least to the level 
reached in 1948.” Again, “ British officials gave to the Finnish 
delegation indications of the extent to which Britain can meet 
Finnish requirements of coal, steel, oil, wool and other essential 
commodities... .” Whatever transpired in detail, Finland has 
at least agreed to expand its import programme of goods, 
“including textiles, chemicals, machinery products and other 
manufactured goods of a kind which normally figure in United 
Kingdom’s export trade to Finland.” 

The amount of timber which Britain will get from Finland this 
year will depend on the outcome of the negotiations between 
representatives of the Finnish timber producers and the British 
Timber Control, These negotiations broke down before Christ- 
mas and are to be resumed. Finland wanted higher prices than 
last year while the Timber Control was not prepared to offer 
even last year’s prices. In 1948 Britain imported 155,000 standards 
of softwood from Finland, 197,000 piled cubic fathoms of pit- 
props, over 3,000,000 cubic feet of plywood, 323,000 tons of wood- 
pulp and 10,000 tons of newsprint. Each item represented a 
significant proportion of Britain’s total imports. In return Britain 
exported 444,000 tons of coal to Finland and 75,600 tons of iron 
and steel manufactures. During the first eleven months of 1948 
Britain imported £32 million of goods from Finland and exported 
£19 million of goods. The corresponding figures for 1947 were 
£26} million and {£11 million. Not only has the total volume of 
trade expanded but the visible deficit has been reduced, and it is 
hoped that this trend will continue during 1949. 


* * x 


The Cotton Unions Ask for More 


The cotton spinning operatives, not to be outdone, have 
joined the weavers in the general scramble for higher wages. The 
Amalgamation of Cardroom® Operatives decided last weekend to 
put forward a claim for an increase of 15 per cent—an average 
of about 12s. a week for some 50,000 workers. _The Operative 
Spinners’ Amalgamation, which was meeting as this issue of The 
Economist went to press, was expected to follow suit. The card- 
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room claim is higher than that made last week by the weavers, 
who are asking for 10s. on the pay of a fully competent operative, 
with correspondingly smaller increases for other weavers. The 
arguments with which the spinners appear to be supporting their 
claim are familiar enough: the high profits which the industry 
is now earning, the rise in’ the cost of living, the low level of 
workers’ earnings, and the need to attract more manpower. 

It is a little astonishing to remember that these unions did give 
support, even if grudgingly, to the White Paper policy ; and from 
the point of view of that policy it is not the profits made by the 
textile firms, but the profits distributed to their shareholders, 
which matter. An imaginative trade union leadership would be 
pressing for the bolder re-investment of profits in technical im- 
provement, which the industry so conspicuously needs. It Is 
true that the industry needs to attract more manpower, and that 
in order to do that it should raise its level of earnings. At the 
moment the main hold-up in production seems to be at the weav- 
ing end, so there is no reason to suppose that much good would 
be done by attracting more spinners unless more weavers were 
attracted as well. The total question raised is, therefore: how 
can a low-paid industry be raised in status and protected against 
the high cost of living ? 

For different industries there are, no doubt, different answers 
to this question. For the cotton textile industry as a whole there 
is only one possible answer. Its standards of equipment and 
productive performance can stand comparison neither with its 
competitors abroad nor with other, newer industries at home. 
The means of improvement are well known and, many of them, 
well enough tried. The industry’s trading prospects for the next 
few years are excellent, but only if it can increase its production 
rapidly to grasp the opportunities which are open; and even so, 
the prospects will not remain excellent for long unless the industry 
can reduce its costs. There is, therefore, littl or no case for 
putting large numbers of new workers into the cotton industry 
(even if a big pool of new workers existed) unless the worker’s 
productivity is increased at the same time. All the arguments 
speak for improvements in the level of earnings which are tied 
up with increased productivity, and for those improvements alone. 

Among the leaders of the cotton trade unions there are some 
who are progressive enough to understand the need for lower costs 
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and greater efficiency. It is they who have actively supported 
the patient campaign of the Cotton Board to get redeploymen 
more generally and more rapidly applied. But, having failed jg 
get their views generally accepted, they have little choice by 
to go against their better judgment in pressing for a flat rat 
increase at the wrong time, The cotton wages claims—thoge 
made and those about to be made—concern nearly 3 
workers and if conceded would add some £'5,500,000 to the annual 
wages bill. 
. * ” 


Cotton Exports in Perspective 


The trading experience of the cotton industry in 1948 shows 
the great opportunities that are before the industry if it cay 
expand production and, at the same time, neglect no meahs of 
reducing costs. As late as the first weeks of December it was 
still thought doubtful by the trade whether the export target for 
cotton yarns and manufactures—a monthly rate of £13 million g 
month by the end of the year—could be achieved. This target 
was, however, passed in November, when exports of cotton yarns 
and manufactures reached £13.4 million, and the December total 
was {£800,000 higher. The total output of cotton yarn aimed at 
for the year—9oo million Ilb.—was missed by only a narrow 
margin, but the rate of yarn output which was required by the 
end of the year—2o million lb, a week—has not been approached 
yet. No Government target was announced for cloth production, 
but the great expansion of exports which was projected implied 
a great expansion in the weaving of cotton and rayon cloth. Th 
quantity of cotton and rayon cloth woven in Britain in an average 
week in 1937 was 79.3 million yards. Production since the war 
has never approached this level ; in the first quarter of last year it 
averaged slightly less than 45 million yards a week. No large 
sustained increase was achieved in the second and third quarters 
of 1948, but cloth output rose to a little over §o0 million yards 4 
week in October and to 50.44 yards a week in November. It is 
necessary, however, to relate this November figure—the best of 
the year, and the best since the war—to the prewar level of 
weaving activity ; it is just under 64 per cent of average weekly 
output in 1937. 





The place of Hoover Limited 


in the post-war world 


Aitrooet it is less than seventeen 

years since their factory was 
built at Perivale, Middlesex, Hoover 
Limited are already one of the 
country’s leading organisations in the 


field of light industry. Today they are 


Glasgow, for fractional horse power 
motors ; and Merthyr Tydfil, opened 
in October, the home of the new 
Hoover Electric Washing Machine. 
They also have a smaller factory at 


the standard of living in this country, 
They are doing this partly by pro- 
ducing constantly improved labour- 
saving machines for the housewife, 


partly by supplying British industry, 
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producing not only electric cleaners, 
but also electric washing machines, 
fractional horse power motors, 
shaded pole motors and_ plastic 
commutators and switches for a 
wide variety of industrial purposes. 
Hoover Limited now have two 
large factories in addition to Perivale 
(where the electric cleaners are made 
in their entirety):-Cambuslang, near 


HOOVER LIMITED 


FACTORIES AT: PERIVALE, MIDDLESEX - CAMBUSLANG, SCOTLAND 
4 MERTHYR TY DPIL 





High Wycombe. Following their 
War effort — which was on such a 
scale, that at the end of hostilities 
it was true to say there 
was scarcely a British 
aeroplane or armoured 
fighting vehicle in service 
without at least one item 
of Hoover equipment — 
Hoover are devoting all 
their energies to raising 
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partly by big scale world-wide 
exports. Hoover production is 


expanding all the time. 
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fr is at first sight surprising that this disappointing pliysical 
output should be accompanied by relatively excellent export 

res. The Board of Trade export price index may help to 
explain what happened: the price level of textile exports rose by 
7 per cent over the year. The quantities exported, compared with 
the quantities exported in 1938, are shown in the accompanying 
table. Even these quantities last year were only freed for export 
by twe devices, to which the President of the Board of Trade drew 
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Cotton TeExTILE Exports By Quantity, 1938 anp 1948 
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attention at the cotton trade conference at Harrogate last autumn. 
Cloth production was switched in an increasing volume from the 
home to the export trade ; and large quantities of unbleached grey 
deth were imported for finishing and re-export. The scale of 
grey cloth imports has grown rapidly ; it was 11.7 million square 
yards in December, 1947, 19.4 million last month, and 200 million 
(at a cost of more than £15 million) in the whole of 1948. Before 
the war imports of grey cloth were almost negligible—22 million 
yards in the whole of 1938, or littke more than a tenth of the 
present rate of import. This reflects either an absolute shortage 
of home-woven cotton cloth, or at least a widespread impression 
among converters that there is such a shortage. 5 


* * * 


Increased Export Credits Guarantees 


The upper limits for funds at the disposal of the Export 
Credits Guarantee Department of the Board of Trade are to 
be raised—for visible exports—from £300 million to £500 million. 
The increase, though it follows little more than six months after 
the ceiling was last raised (from £200 million to £300 million in 
July) is not unexpected. In the intervening months the value 
of exports has expanded further ; exporters are reported to_be 
using the facilities offered more freely, and the necessity of offer- 
ing more elastic credit terms results in larger overseas commit- 
ments outstanding at any one moment. 

Broadly, the Export Credits Guarantee Department issues, on 
payment of a premium, insurance policies to cover the “main 
risks of overseas trading.” In the financial year 1945-46 the 
amounts guaranteed by policies were £72 million, in 1946-47 
£139 million, in 1947-48 £186 million, and in the first nine 
months of the present financial year the value of risks assured 
attained £198 million. At first sight an increase to £500 million 
may not seem necessary, but in addition to higher current busi- 
ness, risks from earlier periods are carried over. There is, doubt- 
less, a margin for further expansion. At the same tme the 
maximum liability the department may assume for invisible 
exports: (“ special” guarantees hitherto given under the Over- 
seas Trade Guarantee Act, 1939) is raised from £60, million to 
£100 million. In addition to invisible exports, such operations as 
the working up of raw materials abroad on United Kingdom 
account fall in this category. Altogether, therefore, £600 million 
can be covered now under the export credits guarantee scheme. 

The new Bill to authorise these various increases consolidates 
at the same time the various Expert Guarantee Acts between 
1939 and 1948. The extent of the guarantees offered to individual 
exporters remains unchanged. An exporter can cover up to 
85 per cent for insolvency and up to 90 per cent for other risks. 
Moneys recovered on bad debts are divided between the depart- 
ment and the exporter in proportion to the risks carried, 


* * * 


The Consumer’s Place in the Steel Bill 


Represeniation .of. consumers has been, in successive 
hationalisation measures, a difficult point to provide for, and it 
cannot _be said to have been met satisfactorily yet. The Iron and 
Steel Bill does not promise to be an exception. This week’s 
debates of the Standing Committee on the Bill led (like most of 

committee’s debates) to no tangible result. The Govern- 
ment’s answer to difficult points in the Steel Bill is, repeatedly, 
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to leave the matter to later decision by the Minister in the light 
of processes of thought to be unleashed after the Bill is law. 
Previous Bills have been vague about consumer representation 
too: the coal consumers’ councils, the gas and electricity con- 
sultative councils, the users’ consultative Committees under the 
Transport Act, all depend, in important ways°on Ministerial dis- 
cretion. They have, however, one point in common: their duties, 
at least, are laid down by statute. Clause 6 of the Iron and 
Steel Bill does away with this, leaving it to the Minister to 
provide by regulations not only for the existence and composition 
of the consumers’ committee (“or committees”) but also for 
what it (or they) will have to do. Clause 7 does little more, in 
fact, than to lay down that there shall be representation of the 
ae of consumers of steel, and that the Minister is to arrange 
or it. 

An Opposition amendment which was evidently seriously 
thought out attempted to do more—to provide for the establish- 
ment, not later than the general date of transfer, of an Iron and 
Steel Consumers’ Council, to equip it with a full-time, paid, 
independent chairman, to lay down the principles of appointment 
of members and to specify the council’s duties in general terms. 
The amendment (which was, of course, defeated) laid some 
emphasis, it is true, on the need for representing privately-owned 
undertakings, but that may be reasonable in the circumstances. 
It would have excluded members of the Iron and Steel Corpora- 
tion from membership of the Consumers’ Council, but here the 
Minister of Supply joined issue: he wanted the machinery to 
be able to settle grievances, not merely to bring them forward, 
and for that reason it should include some representatives of the 
Corporation. In general, however, Mr Strauss’s line was that 
the points raised were all points which ought to be thought out 
and dealt with later, or points which required consultation which 
had yet to take place, or points which might vary from time to 
time. as circumstances varied. Therefore he did not want any- 
thing “rigid” or obligatory. He indicated—“ very broadly ”"— 
the sort of constitution he had in mind: one committee to repre- 
sent iron and steel users from the section “of the iron and steel 


industry which fell outside nationalisation, and another to repre- , 


sent industry at large. They would represent the users of raw 
materials produced by the Iron and Steel Corporation and its 
companies, not the users of any finished products which the 
nationalised undertakings might make. But this was merely a 
sketching out of general ideas. Mr Strauss wanted the clause 
as it stood: “ Not precise, and, in a measure, vague.” And vague 
it remains. 
* * . 


Free-Lance Film Production 


It was announced last week that three independent film pro- 
ducers are forming a company to produce a jomt programme of 
films, and that Mr Nicholas Davenport has left the board of the 
National Film Finance Company to become chairman and finance 
director of the new undertaking. The three producers are Messrs 
Marcel Hellman, Maurice Elvey, and Nat Bronsten; they are 
understood to have a programme of six films which will be pro- 
duced in one studio (for the lease of which they are at present 
negotiating) over a period of fifteen months. Their plan is readily 
intelligible in the light of the Gater report, which explained in 
November the difficulties under which free-lance producers must 
labour unless they could find ways of securing the economies of 
continuous production. If the new company, which is not yet 
formed, can so organise its programme of production that the 
studio rent and other overheads on éach film are brought down to 
a reasonable level, it will have overcome one of the disabilities of 
free-lance film production, The other familiar difficulties will 
need to be dealt with too. 

Mr Davenport has a considerable experience of the finance 
side of film production. His career with the National Film 
Finance Company has been short, but it was not possible for him 
to retain his connection with the company once the new scheme 
had been initiated. The proposed new company, since it will be 
a film producer only, will not be eligible at present for loans from 
the Government-controlled organisation which Mr Davenport has 
just left. The company’s loans can at present be made only to 
distributors. Whether it will later become eligible will depend 
on decisions .of the President of the Board of Trade, to whom it 
will fall under the Special Loans Bill to specify “ classes of cases” 
to which the National Film Finance Corporation, as it will then 
be, may make loans. There has been no suggestion so far (or 
not, at any rate, from the National Film Finance Company or the 
Board of Trade) that the mere existence of a co-operative arrange- 
ment between producers will itself qualify an undertaking for a 
loan. 
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“Glad you like this sherry 
—if's South African 


It’s extremely good. I got some 
South African wine the other 
ee a's o> 


I know. A good wine, but not 
of this quality. 

Precisely, but why the dif- 
ference ? 


Well, this is a truly representa- 
tive South African wine, You 
see, though the Cape has been 
for centuries one of the world’s 
finest wine countries, it couldn't 
compete in Britain with European 
countries. until Empire wines got 
a duty preference twenty years 
ago. That bucked up the South 
African industry. 


But why haven't we tasted such 
wines before ? 


Because really fine wines are 
achieved by selectivity, experi- 
ment and slow maturing. South 
Africa has done as much in 
twenty years with some wines as 
the Continent has in generations. 


Only certain wines, then ? 


So far, All are good, but not all 
are fine. The improvement is 
naturally progressive. 


Were South African wines well- 
known here before the prefer- 
ence twenty years ago ? 

Now you’re delving into history. 
They used to be very popular, 
But in 1860 Mr. Gladstone 
removed the Colonial Preference 
and sent the South African wine 
industry into the wilderness. 


Is that likely to happen again ? 


1 hope not. Imperial Preference 
has encouraged the South African 
wine growers to tremendous 
efforts. The British Government 
is not likely to lead such an 
important Empire Industry up 
the garden again. It wouldn't 
make sense, 


So we can look forward to 
several kinds of really fine wines 
from South Africa ? 


You certainly can, 
and very soon, too.”” 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


(LONDON) LIMITED 














DOWN THERE — ALL THE 
IWTERNAL PARTITIONS, 
DOORS, DESKS, LOCKERS & 
STORAGE BINS WILL BE 


Bua OUR NEW FACTORY 


@) STEEL BY — 
Sankey-Sheldon 


OF COURSE” 
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Sir Humpbry Davy has’ Geeks descritll 


as being “ almost, 
if not quite, unique as a truly great natural philosopher 


who also secured a fervent popular acclaim ”, The miner's 
safety lemp which he invented, and for which he refused 
to take out a patent, has saved many thousands of lives 
and is still known as the “ Davy Lamp”. He also carried 
out work on the chemistry of tanning and agriculture, but 
his most important researches were 01 the application of 
electricity to chemical problems. Using electrolytic 
methods, he isolated sodium and potassium, and he 
obtained compounds of calcium, strontium and barium, 
His investigations of these reactions led him to suggest 
that chemical affinity might be electrical in nature. 
Modem science, nearly a century and a half later has 
shown that this is true. 

Born in Cornwall in 1778, Davy was 
apprenticed to an apothecary at the age of seventeen, 
but in 1798 his master released him to go to Bristol 
to study the physiological effects of gases. Almost at 
once he attracted attention by observing the anaesthetit 
powers of nitrous oxide (“laughing gas”), and at the 
age of twenty-three the Royal Institution appointed him 
Director of the Laboratory and Assistant Lecturer im 
Chemistry. Such was his success as a lecturer that he often 


attracted fashionable audiences of over a thousand, and- 


in 1802 was appointed Professor of Chemistry at the 
Institution, So great were Davy’s achievements ptt he 
was made a baronet in recognition of : 
his great services to British science, 
as well as being presented with a 





gold medal by Napoleon in spite of G7™=@@iPm™ 


the fact that England and France 
were at war at that time. 
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Shorter Notes 


The Malayan tin industry made a good recovery in 1948 
despite political disturbances. Total exports for the year amounted 
to 45,018 tons of tin metal against 26,380 tons in 1947. During 
the last quarter of 1948 exports actually reached 12,500 tons 
of tin metal—the highest figure since the war. There has also 
been a considerable increase in the number of mines and dredges 
jn operation. By the end of the year 566 mines and 67 dredges 
were operating against 478 mines and 56 dredges twelve months 
earlier. Tin production in Malay in 1948 is provisionally put 
st 45,000 tons compared with 27,000 tons in 1947. 


te *. 


Rubber production in Malaya last year was the highest ever 
attained amounting to 698,200 tons compared with 646,300 tons 
in 1947. This record figure was, moreover, achieved despite the 
developne:nt of terrorist activities during the year and despite 
a weaker rubber market. It is generally considered, however, 
that 700,000 toms a year represents the maximum output which 
can be expected from Malaya in future. Estate production 
accounted for 58 per cent of the total compared with 56 per cent 
in 1947. The high rate of output maintained by the estates is 
revealed by the high tapping rate. At the end of October the 
area being tapped on estates of Ioo acres and over was 88 per 
cent of the tappable area of 1,833,479 acres. Exports of Malayan 
produced rubber Trom the Malay Federation during 1948 
emounted to 679,081 tons or 38,942 tons more than a year earlier. 


* 


Output of deep-mined coal last week, at 4,088,400 tons, showed 
an improvement of 32,300 tons over the previous week and was 
154,000 tons higher than in the corresponding week a year ago. 
Opencast output (196,100 tons) was 21,400 tons more than in 
the previous week and 33,100 toms more than a year ago. Total 
coal output in the first three weeks of 1949 was, however, slightly 
below the total for the first three weeks of 1948. 


237 
Under the Lace Industry (Levy) Order, which came into force 
on January Ist, 2 sum estimated at [10,000 a year is to be raised 
from the lace industry to finance scientific research to be carried 


out by the Lace Research Association, which is in course of 
being established. 


* 


In a memorandum recently submitted to the Chancellor of the 
Exchequer the British Overseas Mining Association has drawn his 
attention to the anomaly of excluding from Section 25 of the 
Income Tax Act 1945 amortisation allowances for expenditure 
incurred on the acquisition of mineral rights and on refineries, 
housing and offices situated at or near a particular deposit. The 
Memorandum also expresses the view that Double Taxation agree- 
ments should be conchided with a wider range of countries and 
that negotiations should be reopened for the purpose of extending 
the scope of the agreement with South Africa. The Association 
adds that although the general case against the Bonus Issues Tax 
has been fully brought to notice, the peculiar disadvantage suffered 
by developing mining companies which require to issue capital on 
“ bonus terms ” at various stages in their history deserves particular 
consideration. 


* 


The President of the Board of Trade opened last week 
the Rayon Industry Design Centre, an important addition to 
the limited facilities open in London to visitors and students 
wishing to keep in touch with current developments in the rayon 
industry. The centre is financed by the British Rayon Federa- 
tion; it is housed in a building (1, Upper Grosvenor Street), 
reconstructed and redesigned for the purpose, and incorporates 
some technical novelties—notably an installation of dimmer- 
controlled fluorescent colour lighting which enables fabrics to 
be inspected under light which can be modified to resemble 
natural light in different parts of the world. The building will 
also house the press and information service and the London 
offices of the British Rayon Federation, which has its headquarters 
in Manchester. 





COMPANY MEETINGS 


ALEXANDERS DISCOUNT 
COMPANY, LIMITED 


SATISFACTORY ACCOUNTS 


The cighty-first annual general meeting of 
Alexanders Discount Company, Limited, 
will be held at 24, Lombard Street, London, 
E.C,, on the 9th proximo. 

The following is an extract from the state- 
ment of the chairman, the Rt. Hon. Lord 
Colgrain, circulated with the report and 
accounts for the year to December 31, 1948: 

The accounts can, I think, be considered 
satisfactory. In 1948 interest rates remained 
constant throughout the year, whilst in 1947 
there was a sharp rebound from the long term 
tate of 25 per cent. which Mr. Dalton who 


. Was then Chancellor of the Exchequer tried 


to establish. The effective rate for long 
dated British Government Securities became 
3 per cent. in 1948, and, with an increase 
of confidence on the part of the Public in the 
stability of that rate, short dated Government 
Securities, which, under existing conditions, 
are the life-blood of our business, improved 
iM Value throughout the year, This im- 
Provement in prices over the past twelve 
months has, in fact, been extended to all 
Classes of British Government securities, with 
exception of those securities without a 
date of redemption, which have, on 

a depreciated slightly over the same 


It has to be borne in mind that the polic 
cf the Government plays an important Sart , 
movement of interest rates. There is no 
; a free market in money. Control of 
interest rates has, for some time, rested with 
Teasury in combination with the Bank of 
om so that with the vast resources at 
~ disposal they have it in their power, at 
St for a short period, to create degrees of 
ae or ease which, in their judgment, 

Serve the public interest. 


COMMERCIAL BILLS 


Tt is perhaps sometimes forgotten that one 
of the basic functions of the money market 
is to provide a means by which industry may 
finance its normal commercial transactions, 
both at home and overseas, at moderate rates 
of interest. I am glad to say that during 
1948 there was a distinct increase in the 
volume of commercial bills on offer, and we 
are playing our part in this reversion of the 
money market to one of its basic roles. The 
volume of this business is, however, com- 
paratively small compared with our dealings 
in Treasury bills and short-dated Government 
securities. These weekly offerings of Treasury 
bills have continued on the same large scale 
as in recent years, but the profit from this 
source is extremely meagre. 

Expenses for 1948 amounted to £51,596, 
against £50,645 in 1947, while the net profit 
was {£175,464 against £72,448. The divi- 
dends paid and proposed on the preference 
and ordinary shares are the same in both 
years, leaving £380,700 to be carried forward 
against £327,336 brought into the account. 


GOVERNMENT SECURITIES 


The figure against British Government 
securities is £54,070,637 against £49,230,215, 
and bills discounted £52,001,409 against 
£56,433,454. It is in connection with these 
two figures that those for 1947 have been 
adjusted so as to form a correct comparison 
between the two years. In the published 
balance sheet for the year 1947, British 
Government securities were stated as being 
£27,752,355 and bills discounted £77,911,314, 
and the reason for the big difference in the 
adjusted figures is that British Government 
securities with a very early maturity were in- 
cluded in bills discounted, whereas now they 
are amongst the British ernment securi- 
ties, and it is proposed in future to submit the 
total figures on this basis. A very large 
part of the holding of British Government 
securities falls due within 18 months. 


RIM (MALACCA) RUBBER 
ESTATES, LIMITED 


DIVIDEND OF 10 PER CENT 


The thirty-eighth annual general meeting 
of Rim (Malacca) Rubber Estates, Limited, 
was held in London on the 25th instant. 

Mr E. G. Estall (the chairman) said that 
the total crop for the year, at 2,186,350 Ibs. 
was some 80,000 lbs. short of the estimate, 
due mainly to the unrest in Malaya. Costs 
were higher than anticipated, but every effort 
bad been made to keep them ‘down. The 
gross selling price, all grades, was 114d. 
per lb,, which he was .sur> snareholders 
would agree was satisfactory. 

The crop for the current year was estimated 
at just over 2,500,000 lbs., and ducting the six 
months to 3lst December they had harvested 
1,217,700 Ibs. On Rim Estate it was hoped 
to replant 533 acres over the next three years. 
On Mentri, 112 acres of virgin jungle had 
been planted with budded stumps or clonal 
seed, 

They still had a balance of £16,325 which 
represented provisions for taxation made dur- 
ing the war years and which were still the 
matter of discussion with the Inland Revenue 
Authorities. There was reason to hope that 
a substantial part of that amount would 
eventually be found to be in excess of the 
total liability when it was finally ascertained 
and agreed which meant that the financial 
position of the company was much stronger 
than it would appear to be from the accounts. 
They had sold forward 15 tons monthly 
January, to June, 1949, at Is. per Ib. c.if. and 
5 tons monthly July to ~ 1949, at 
ls. Od. per Ib. cif. 

The report was adopted and a dividend of 
10 per cent., less tax, declared, 
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WESTMINSTER BANK LIMITED 


BALANCE OF PAYMENTS PROBLEM 


TANGIBLE PROGRESS MADE 


THE HON. RUPERT E. BECKETT’S REVIEW 


The statement by the Hon. Rupert E. 
Beckett, chairman of Westminster Bank 
Limited, has been circulated to shareholders 
with the report and accounts for. the year 
ended December 31, 1948, which will be 
presented at the annual ordinary general 
meeting at the head office on the 16th 
proximo. The following is a summary of the 
statement : — 


During the past year we lost by death two 
of our directors: Sir Malcolm Hogg and the 
Hon. John Mulholland, and we greatly 
deplore the loss of these useful and capable 
lives. We have appointer as a director Mr. 
F. E. Harmer, C.M.G. 


Our current acount and deposit balances 
show an increase on the year of some £453 
million. This imcrease has been directed 
into various channels, including advances, 
which are up by £16} million. Increases in 
deposits and advances give concern to the 
Treasury authorities, owing to their infla- 
tionary effect, but I am of opinion that the 
banks have not been guilty of stimulating 
this effect by making advances which may be 
regarded as outside the strict requirements 
of trade and industry. The year’s working of 
the bank has resulted in a profit of 
£1,431,532, an increase on the previous year 
of £40,456, and it is proposed to deal with 
this sum as disclosed in the directors’ report. 
The Ulster Bank, our affiliate in Ireland, and 
the Westminster Foreign Bank, both continue 
to make satisfactory progress. 


SUBSTANTIAL IMPROVEMENT 


In the wider field of national affairs, the 
problem of the balance of payments is still 
the main difficulty confronting this country. 
It is gratifying to be able to record, there- 
fore, that some tangible progress was made 
in this direction during the past year. It 
looks as though our deficit on current trading 
for 1948 may be some £200-£250 million, 
which would indicate a substantial improve- 
ment when compared with £630 million in 
1947. These figures, however, conceal the 
extent of our trading deficit with the 
western hemisphere, which is our chief pro- 
blem. Although here, too, there has been a 
marked improvement, a further reduction of 
the deficit is still a main objective, in view of 
the vital need to conserve our gold and dollar 
resources. It is satisfactory that the drain 
on these resources has now been reduced to 
a point at which it is roughly balanced by 
Marshall Aid. 

While the volume of our imports last 
year remained at about 80 per cent. of the 
prewar level, exports were expected to 
reach 136 per cent. of prewar level, com- 
pared with 109 per cent. in 1947. A wel- 
come feature was the recovery shown in 
invisible earnings. We are still, however, 
only at the beginning of our task. Somehow 
we have to close the gap in our balance of 
payments. Within the next four years we 
have to free our economy from the need for 
gratuitous aid from outside and establish by 
our own efforts an adequate standard of 
living. 


REDEPLOYMENT OF LABOUR 


In order to bring about the redeployment 
of labour, so essential to further progress, 
the Government have relied during 1948 on 
the policy of “ disinflation.” The intention 
was that by reducing the amount of money 
which the public had to spend on consumer 
goods some of the labour employed in their 


production would be released for more essen- 
tial work. But the Government have not 
pressed their policy very far, and it is dis- 
appointing that more positive results have 
not yet appeared. 


As regards the second great problem— 
how to increase the total volume of production 
—certain advantages, such as an increase in 
the total of the labour force and larger 
stocks, helped in the recent past in producing 
good results, but these advantages are 
unlikely to recur. The problem appears now 
as one of increasing output per man-hour 
or per man-year. 

We may tackle the problem of the pro- 
ductivity of labour along three lines: we 
may call for a greater personal effort from 
the individual worker; we may look to 
management for improved organisation ; and 
we may rely upon mechanical aid to 
strengthen the worker’s arm. 


RE-EQUIPMENT NEEDED 


As regards the first of these, many are 
doing a fine job of work in accordance with 
the best traditions of the British worker, 
but there are many who still fail to realise 
the gravity of the country’s plight and how 
directly the outcome of the struggle depends 
upon their individual efforts. Spectacular 
results are claimed for improved organisation 
in some factories. Such cases may be excep- 
tional, but they suggest that there is consider- 
able scope for further action along these 
lines. It is generally agreed that a gocd deal 
of re-equipment of industry is needed, and 
that we cannot do all we should like to do in 
this respect. 


The limit is set by the quantity of 
resources we are prepared to divert from 
present consumption to capital formation. 
The proper source of finance for capital 
development is the voluntary saving of 
private persons and business firms, but such 
saving is made difficult, and in many cases 
impossible, by the weight and incidence of 
taxation. 


DEVELOPMENT PROGRAMMES 


We now have before us programmes of 
development for the period covered by 
American aid under the European Recovery 
Programme. The United Kingdom has pre- 
pared three programmes: for 1948-49, for 
1949-50, and for the four years to mid-1952. 
Of these, the four-year programme attracts 
the greatest interest, since it points the way 
to the time when it is hoped that the country 
will stand on its own feet. It is not a plan 
or forecast but simply a broad statement of 
aims, and it still has to be fitted in with the 
programmes of the other eighteen partici- 
pating countries, to make one harmonious 
plan. 

The programme confirms much of what 
I have said. Ii stresses the paramount need 
for greatly expanded production, and sets 

roduction target-figures for all the major 
industries. In a number of cases—for ex- 
ample, in coal mining and in agriculture— 
these appear to have been pitched very high. 
The objective for exports, planned to rise 
from the current 136 per cent. of the 1938 
volume, to 150 per cent, in the final year of 
the plan, appears mere fcw. ible. 


The programme lays down admirable gen- 
eral principles, but there is little in it to 
indicate how they will be applied. How, 
for instance, is the necessary redeployment 
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of labour to be accomplished, and how With 
initiative stifled and incentive lacking. is 
powerful new stimulus to production w he 
imparted ? The Government now his thy 
plain duty of producing positive and effective 
plans for the carrying out of what i3, at 
present, but a paper programme. 


THE COMMUNIST FACTOR 


If we had only economic problems } 
solve we should, as we see, have di ‘ 
enough to face. Unfortunately, there jig y 
factor of a different sort which, if not 
could completely frustrate our efforts. ff 
heavy expenditure on rearmament were thruy 
upon us, all our plans would have to fe 
recast, and our recovery would be retarded 
indefinitely. There has probably never been 
a period in recent history when the word 
had more to gain in the economic field from 
peace between the nations than it has today 
—peace, that is, not only in the sense of th 
absence of actual hostilities, but peace also in 
the sense of freedom from the anxieties which 
make necessary defensive precautions. If we 
must take such precautions we will take them; 
but they would represent a grievous addition 
to the claims which compete for our limited 
resources. 

The present lamentable differences between 
East and West are®not confined to the 
economic sphere. If Communism were m 
more than an alternative form of economic 
organisation to our own we might agree 
to differ. But it is more than that. 


THREAT TO WESTERN TRADITION 


It is a threat to the whole Western tradi- 
tion of freedom and democracy. Not for the 
first time in the present century, economic 
advantages, genuine or spurious, have been 
proferred as a justification for the delivery of 
all power into the hands of a favoured party. 
But this time there is a new menace. An 
essential feature of Communism is the obligi- 
tion it lays upon its adherents to spread it 
doctrines abroad. There can be no doubt 
that many recent industrial disputes, in which 
Trade Union members have frequently 
revolted against their own accredited repre- 
sentatives, have been aggravated, if not pro- 
voked. oy interference of this sort. Th 
influence of Communism has made itself felt 
even among those who are now servants o 
the State, in the nationalised industries. The 
dangers of such a development need ™ 
emphasis. The workers should take warning, 
They should not allow themselves to b 
deceived by the propagandists of a caux 
which employs any deception that procure 
its advancement. 


AN AGE-OLD STRUGGLE 

The rise of Communism is a phase in the 
age-cld struggle between the need for ofdet 
and the claims of human freedom. We at 
confident that our Western way of life, wil 
all its failings, is the best way yet devisedal 
reconciling the two. Our Western tradition 
was built up gradually by trial and error, Ib 
foundations were laid in the distant past. It 
was brought to its present form by the expéfi- 
ence of a century during which Britain 10% 
to an unrivalled position in the world and 
enjoyed unexampled material progress. 
we do not seek to force our ideas upon others, 
and we think it reasonable that others 
be satisfied to pursue their course in the sam 
spirit. : 

We enter 1949 encouraged by the progres 
we have made and with a clearer idea of i 
natyre and magnitude of the task before & 


That task will call for greater efforts tha 


we have yet put forth, 
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MARTINS BANK LIMITED 


A VERY SATISFACTORY YEAR 


RESERVES STRENGTHENED 


ECONOMIC SURVEY 


MR A. HAROLD BIBBY'S REVIEW 


The one hundred and eighteenth annual: 
general meeting of members of Martins Bank 
Limited will be held at head office, Liver- 
pool, on Tuesday, February 15, 1949. In his 
statement to shareholders, the chairman, Mr 
A. Harold Bibby, D.S.O., D.L., writes :— 

I have to record with great regret the death 
of Sir Warren Fisher, who joined the board 
in October, 1944. During the year The Rt. 
Hon. The Earl of Derby, M.C., D.L., and 
Mr John M. Brocklebank joined the board 
and we consider ourselves fortunate in having 
their collaboration in our work. 

I am again in the position of submitting a 
very satisfactory account of our year’s trading, 
which has resulted, as will be seen in the 
profit and loss account, in an increased profit 
and a considerable strengthening of our re- 
serves as befits our larger liabilities to our 
customers. 

Current, deposit and other accounts have 
risen by £16,824,278 in contrast with a rise 
of £18,840,799 in the previous year, thus 
showing a welcome decrease of momentum 
in the expansion associated with inflationary 
influences. The profit occurring from these 
larger funds is to some extent offset by 
increased expenses, The ratio of what I may 
term our primary liquids, cash, balances with 
the Bank of England and other banks, 
Treasury bills, Treasury deposit receipts and 
bills discounted, remains high at 55.31 per 
cent, as against 54.31 per cent. a year ago. 

Our advances have increased by £4,628.990. 
The field of lending is restricted to advances 
m the ordinary cours: of business or for 
temporary purposes which do not conflict 
with the national interest, and therefore this 
mcrease may be regarded as satisfactory. 

A quarterly classification of advances by 
the British Bankers’ Association is now regu- 
larly published in the Press and an analysis 
of our own advances on similar lines shows 
them to be well spread over trade, industry 
and agriculture. Advances to customers of 
@ personal and professional mature are sub- 
stantial although the total is smaller than 
lest year. 

The members will observe that it is pro- 
Posed to submit to the annual general 
mecting a resolution increasing the directors’ 

which have remained unaltered for 
thirty years. 

Mr Frank Voyce, deputy chief general 
manager, retired at the end of December 
se forty-nine years of banking service, and 
fecord with pleasure his valuable contribu- 
tion to the progress of the bank. Mr Clifford 
I. Verity, a joint general manager, has been 
appointed deputy chief general manager. 


IMPORTANCE OF PERSONNEL 


During the year I have taken every oppor- 
ow to meet officers of the bank, and I have 
fh impressed with their loyalty and 
the usiasm. In a large institution such as 
4s, with its many responsible positions, the 
Tecruitment and training of the staff is of the 
UMMost importance to ensure the progress of 
and to preserve its tradition of 


service to customers, and I am satisfied that 
we are meeting these problems adequately. 
The requirements of longer school education 
and military training present difficulties which 
are being overcome. I extend my warmest 
thanks to the staff for their diligence and 
efforts. 


Up to the first decade of this century the 
bank chiefiy operated in the north-western 
counties, but, when the amalgamation move- 
ment took place and our activities were 
greatly increased by the absorption of banks 
in other parts of the country, we resisted the 
temptation to centralise management and 
have continued local boards and district 
Offices. We believe that our customers 
value this intimate consideration of their 
problems which the system provides, and 
certainly it tends to facilitate business by 
afriving at decisions with despatch. 


ECONOMIC SURVEY 


Last year I commented upon the over- 
loading of our economy by the excessive 
demands upon our productive resources 
which resulted from inflation, and I said 
that the first task of financial policy was to 
restrain demand within the limits set by 
current productivity. 


A banker may be forgiven for expressing 
a feeling of relief that wiser counsel has ap- 
parently prevailed in regard to the nation’s 
finances. Last April we had a Budget framed 
to eliminate any inflationary element in the 
finances of the state. Not only was it de- 
signed to balance but it produced a new 
feature in providing a large genuine surplus 
in order to exact a full measure of savings 
from the community. Since then increasing 
emphasis has been laid on the need to achieve 
equilibrium in our internal activities and in 
our external dealings, as neither can be con- 
sidered independently. While the inflationary 
pressure has not been eliminated there is no 
doubt there has been an improvement. , 


Again I cannot refrain from repeating that 
a country must live within its means and we 
must hope for a still wider and more general 
appreciation of this truth. For the moment 
we are not living within our means since our 
own efforts are being supplemented by what 
is popularly known as Marshall aid. There 
has, however, been a great improvement dur- 
ing the present year in our balance of trade 
payments. For the year 1947 the deficit was 
£630 millions. ‘Treasury figures issued in 
September showed that the deficit was run- 
ning at the rate of about £280 millions a year 
and the Chancellor has ventured the prophecy 
that by 1952, when Marshall aid comes to an 
end, we shall be able to achieve a balance of 
our trade without any extraordinary external 
assistance. This prophecy, and it can be no 
more than that, has now been incorporated in 
the four year plan for this country submitted 
to the Organisation for European Economic 
Co-operation. The plan admittedly is only 
a summation of aims and possibilities which 
can be furthered but not ensured by Govern- 
ment policy. A fundamental condition for its 
fulfilment is rising productivity to form the 
basis for a large export trade as well as ex- 
pansion in invisible earnings and the invest- 
ment programme. Ultimately it aims at im- 
provement in the standard of living. But to 
attain a mere balance of trade in 1952 still 
leaves unsolved the problem of the repayment 
of our immense external debt and makes no 
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allowance for the improvement of our present 
attentuated standard of life. Consequently, 
iy anedy gusdeaas Udeueitings, mei 
t em since, as 

official document itself admits, the difficulties 
of the present economic position do not pre- 
sent themselves in an obvious form to the 
British public to whom a grave crisis in 
economic affairs seems remote and unreal. 


Notwithstanding the flood of information, 
warnings and exhortations, the danger is not 
realised by masses of the people upon whose 
efforts, in production and in saving, will ul- 
timately rest the issue of whether we shall 
as a nation surmount, in a satisfactory man- 
ner, the enormous damage and impoverish- 
ment caused by the war. To quote the White 
Paper again, unemployment is barely notice- 
able; industry is finding it easy to make 
profits; wages are relatively high and the 
necessities of life are more fairly distributed. 
There is therefore little to demonstrate to 
them in a practical way that we are only 
maintaining present standards by the 
generous assistance of North America, 


STRAIN ON NATION’S RESOURCES 


The Chancellor has had repeated occasion 
to declare that there is no margin today for 
any increase ¢ither in consumption or in the 
rate at which capital assets are being created. 
Over the next four years he has forecast an 
annual expenditure of £2,000 millions per 
annum on capital assets regarded as essential 
for replacement and for the rehabilitation and 
development of our economy. The burden 
of taxation necessary to support the existing 
weight of Government expenditure and te 
combat inflation makes it virtually impossible 
for private individuals, who formerly pro- 
vided a large portion of the country’s capital 
requirements, to save out of income. It has 
therefore become necessary to impose a 
policy of forced saving, through the Budget 
surplus, to augment the savings of industry 
for this purpose. The duty of abstention has 
had to be imposed upon practically ail 
sections of the community and this explains 
why revenue to a record amount has to be 
exacted by a formidable range of direct and 
indirect taxes. There is no immediate escape 
from this grim fiscal pressure on the people 
at large. 


OBSOLESCENCE AND DEPRECIATION 


Unfortunately, these burdens complicate 
the problem in a way that may prevent rather 
than facilitate-a solution. There is an ad- 
verse effect not only upon the incentive and 
ability to save, but also upon the incentive 
and ability to produce. 


It has become clear in the past year that 
the financial resources of many businesses are 
inadequate to provide sufficient working capi- 
tal and fixed capital at present prices. I em- 
phasise at present prices because we are now 
experiencing the aftermath of inflation, a_ pro- 
cess which surreptitiously eats into capital and 
only reveals its ravages in the course of time. 
It is doubtful if the revenue authorities have 
ever made sufficient allowance for the re- 
quirements of capital depreciation and obso- 
lescence in a progressive economy. Present 
allowances are certainly insufficient and do 
not take into account the adjustments that 
have to be made and the additional provisions 
that ought to be set aside im a period of 
inflation, In such a period income tax, sur- 
tax and profits tax not only impinge heavily 
upon genuine revenue but encroach on what 
should be the inalienable capital ef concerns. 
The process is manifest in the sphere both of 
working capital and fixed capital. 

In the case of working capital, inflation, 
and still more suppressed inflation, tends to 
dissipate such capital by running down 
stocks: Only when the time comes to 
replenish these stocks at higher prices is it 
made evident that full replacement value has 
not been provided out of earnings. In the 
case of fixed capital the recognition tends to 
be still longer delayed, since only when the 
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equipment is physically renewed or replaced 
does the actual new cost become a financial 
reality. As bankers we are made aware of 
these problems by the nature of the demands 
upon us for loans advances. Our 
role in respect of the provision of working 
capital is well known: it is not always appre- 
ciated that it is not the function of the 
deposit banks to provide the long-term 
finance for fixed capital. This problem of 
securing an adequae flow of long-term 
savings is perhaps the most serious confront- 
ing the nation to-day. 


PRESENT FISCAL POLICY MAY BE 
UNTENABLE 


If we continue on the present lines, some- 
thing iike 40 per cent. of the country’s 
savings may come to be represented by forced 
saving. It is doubtful whether such an 
arrangement could be maintained because of 
its artificiality. But, if it could, it would be 
the subject of the following serious weak- 
nesses. 

Firstly, it would be a tacit admission that 
taxation, when it exceeds the amount required 
for Government services, is no longer a 
redistribution of income. Only a part of what 
is collected from the higher income groups 
can be passed on, since the Government is 
to perform the saving hitherto furnished by 
these groups. The disappointment engen- 
dered by this limited result will constitute 
a standing temptation to governments to 
encroach upon the Budget surplus and so 
defeat its purpose. There are signs that this 
is happening already. Food subsidies and 
social services are out-running the original 
estimates, 


Secondly, the canalisation of a large pro- 
portion of national savings into the hands of 
the Government may lead to over-investment 
in Government projects to the detriment of 
private investment and private initiative 
when these might be of greater national 
advantage. 


Thirdly, even if a Budget surplus be 
applied to the orthodox object of debt re- 
demption, the funds so released can find their 
Way into industrial investment only in the 
form of new equity or loan capital. This is 
by no means the equivalent of the spon- 
taneous re-investment of its own savings by 
industry itself and is at best a costly 
substitute. 


PARADOXICAL TAXATION 


Moreover, as I have noted, the system 
entails the indefinite continuation of very 
high rates of taxation, including forms which 
are inimical to the proper maintenance of 
business capital. ‘To attempt to remedy by 
taxation the evil effects of taxation is a para- 
doxical process which I fear has more of 
novelty than of practicability in its conception. 
I am bound to suggest that a more practical, if 
less novel alternative, is a considerable reduc- 
tion in Government expenditure permitting an 
all-round alleviation in taxation. All the 
problems of the country have converged on 
to the single problem of increasing produc- 
tivity at competitive prices. I ask that incen- 
tive should be restored to traders and 
managements without whose initiative we 
cannot succeed. I hope it will be possible to 
relax more controls in the coming year and 
to allow greater scope for merchants in their 
world wide functions of buying and selling 
through normal trade channels. I do not 
believe that the virtue has gone out of our 
country and I gladly testify to the progress 
that was made in the year under review, but 
a greater effort is required from the whole 
community if we are to re-establish ourselves 
as a great and prosperous nation. This can 
be achieved without any surrender of the 
gains in leisure and in working amenities that 
nane somes been eae It can be aaneree 
within ass present wor 
hours, but only if a full measure of chock ie 
contributed by all the participants in public 
and private service, 
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WILLIAMS DEACON’S BANK LIMITED 


SATISFACTORY EXPANSION OF ACTIVITIES 
SERIOUS EFFECT OF TAXATION UPON INDUSTRY 
MR G. POWYS DEWHURST ON TRADE CONDITIONS 


The annual general meeting of Williams 
Deacon’s Bank, Limited, will be held, on the 
10th proximo, at Manchester. 


The following are extracts from the state- 
ment by the chairman, Mr G. Powys 
Dewhurst: 


Deposits at £119,886,094 show an increase 
of some £13,000,000 cover the record figures 
of last year. Increased deposits were a com- 
mon experience of clearing banks during 1948, 
but our own figures are rather higher than 
usual owing to the fact that at the year-end 
we were carrying heavy balances for several 
customers in connection with transactions 
which will be completed in the opening 
months of the New Year. Some reduction 
in the figure of our deposits is therefore pro- 
bable in the immediate future. 

On the assets side, cash, balances with 
other banks, money at call and discounts at 
£37,145,356 show an increase of £2,376,134. 
In addition, our holding of Treasury deposit 
receipts has increased by £3,000,000 to 
£25,500,000. The total of these items at 
£62,645,356 constitutes 52.3 per cent, of our 
deposits and I make no apology for again 
Stressing that the average earnings of that 
group of assets have during the year, as you 
will know, been at the rate of less than half 
of one per cent. per annum. There has been 
an increase of some £2,500,000 in invest- 
ments and a relatively speaking small in- 
crease in advances to £20,854,351. 

These figures, I submit, disclose a highly 
liquid position and the comparison with last 
year indicates a satisfactory expansion of the 
bank’s activities. 

As mentioned in the report, during the 
year we have opened two new branches, at 
Speke and Hunt’s Cross, near Liverpool, and 
at Barry, in Glamorganshire. These, with 
the reopened branch at Disley, bring the total 
of offices now open to 206. 


PROFIT AND DIVIDENDS 


It will be seen from the figures of profit 
and loss account that our net profit, after 
making the usual provisions (which include, 
as you know, contributions to staff pension 
and widows’ and orphans’ funds and appro- 
priation to contingencies account) appears 
at £252,311, that is an increase of £5,186 on 
the year. This, with the balance of £143,350 
brought forward, gives us a total of £395,661 
now to be dealt with. After transferring 
£150,000 to reserve fund we are in a position 
to pay dividends at the rate of 124 per cent. 
on the “A” shares and the “B” shares and 
to carry forward to next year’s accounts 
£116,755. In addition to the above-named 
appropriation of £150,000 to the reserve fund 
we have decided to transfer £225,000 from 
inner reserve, thus increasing the reserve fund 
to £1,875,000, that is to an amount equal to 
the paid-up capital. 


These results will, I have no doubt, be 
looked upon as very satisfactory in these 
days of mounting expenses. 


- 


NATIONAL ECONOMY 


Turning to more general matters, it can, 
I think, be claimed that the year 1948 has 
seen reasonable progress towards the achieve- 
ment of greater stability in our national 
economy. The actuality of Marshall aid and 
the projects of O.E.E.C. have been, I think, 
the most important developments of the 
year, but as these have been so thoroughly 
canvassed in the financial press there is no 
need for me to enlarge on them. In i 
however, I pay my wibute to the enli 


generosity of our American friends in again 
affording a breathing space to the hard. 
pressed nations of western Europe. P 

no more apt illustration of this can be pi. 
vided than the stating of the simple fact thy 
the success of the O.E.E.C projects 
depends, in the short run, on how 

the recipient countries can reduce their neg 
for imports from the dollar area. 


During the year substantial increases ¢ 
exports have been achieved, so that it ig en. 
couraging to note that the visible trade def. 
ciency, which for 1947 was £438,000,000, 
had been reduced by December, 1948, to 
an annual rate of £318,000,000 per annum 
Motor vehicles have made a marked conn. 
bution and coal, iron and steel have don 
what was expected of them. Cotton, by Noy. 
ember, had reached the end of the year figure 
laid down in the White Paper. Thus, the 
year-end export target of 150 per cent ¢ 
1938 may well have been achieved. 


MAINTAINING VOLUME OF EXPORTS 


Nevertheless, there is no occasion fo 
complacency. The maintenance of this im. 
mense volume of exports is an integral par 
of the Four Year Plan announced in Pars 
and, unfortunately, signs are not wanting 
that two factors at least will make this dif. 
cult. They are, firstly, the price th 
foreigner is willing to pay for British expons, 
and secondly the import restrictions imposed 
abroad because of currency difficulties. Th 
recent rise in the price of our coal expom 
has called forth comment on the Continent, 
where both German and Polish coal ar 
cheaper. 


Invisible exports have also improved 
Against 1947’s deficiency of £192,000,000, 
1948 should show a favourable balance, 


But any consideration of the balance of 
trade cannot be divorced from the question 
of the terms of trade—that is the relation 
between import prices and export price. 
Between the wars we were fortunate in that, 
for example, each pound’s worth of export 
in 1938 brought us about one-third more in 
food and raw materials that it did in 198. 
Since the war, the tide has turned. 
prices of our imports of food and mw 
materials have increased to a far greater 
extent than the prices of our exports ax 
this, coupled of course with the reduced 
volume of exports prior to this year, bs 
gravely aggravated our balance of paymens 
position. It is a melancholy thought (although 
by implication there may be some comfort 
in it) that if our present volume of trade 
could have been transacted at 1945 pricts 
for exports and imports we should har 
already got very near to achieving equ! 
brium in our balance of payments. 
the third quarter of the year a slight te 
dency towards an improvement in the tem 
of trade became apparent. It was, howevel, 
short-lived, and it will be appreciated tt 
the very nature of world shortages of 
and primary products makes it imp 
that early relief can be expected from Mf 
general fall in import prices. Indeed, #% 
rather ironical that an improvement in 
terms of trade—the very thing which 
help this country most—is inevitably d 
by the large-scale buying of food and 1 
materials made possible by Marshall aid. 


MEASURES AGAINST INFLATION — 


, I wish to turn now to the budgetary poe 
tion. The White Paper on Personal Incom* 
Costs and Prices called for limitation of ditt 
dends, a call which was voluntarily 
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answered and just as loyally observed 
to date. The Budgets contained one or two 
rather unpleasant surprises in the | shape of 
an additional profits tax and the “once for 
all” levy. There were other indications that 
the Chancellor, fully cognisant of the dangers 
of further inflation, was determined to adopt 
remedial measures. We felt encouraged and 
our hopes were raised in the belief that we 
were at last moving into a period of more 
stable and less inflationary conditions. The 
promising features of the situation were—an 
estimated real surplus of £330,000,000, a 
stop on any material increase in food sub- 
sidies Which were then running at about 
{400,000,000 a year even though this might 
necessitate some slight increase in the cost 
of living, and there was to be a cut in capital 
investment. Furthermore, the White Paper 
seemed to indicate that wage increases would 
only be granted where it could be shown that 
production would benefit to a commensurate 


degree. 

Performance has not equalled the promise 
and, although we shall not know the final 
result for some time yet, it will be very sur- 
prising indeed if the surplus is not consider- 
ably less than the Chancellor’s estimate of 
£330,000,000, and to that extent the attack 
on inflation will not have been so successful. 
Governmenial expenditure is mainiy respon- 
sible—food subsidies have increased, the 
various health and social services are proving 
more costly than was expected, and increased 
rearmament has to be paid for. This is dis- 
appointing enough, but more disappointing 
stil is the way in which wages claims are 
gathering momentum and the restraining 
effect of the White Paper policy wearing off. 
This is an unhappy portent when such a 
tremendous task lies ahead and the time 
granted to us for its performance is so 
limited—we can ill afford self-imposed han- 
dicaps. 


ENCOURAGING SIGNS 


Such, then, is our position in this country. 
But what of the wider view—are there any 
encouraging signs? I think perhaps there 
are. 

You will recall that at this time last year, 
after the shock of August, 1947, there was 
some talk in other countries of a probable, or 
indeed imminent, devaluation of sterling; in 
other words, the retreat from convertibility 
had to a not inconsiderable extent diminished 
world confidence in sterling, but during last 
year there has been a continuous and steady 
revival of confidence in the pound caused, 
inter alia, by the increase in British exports, 
by the scale of British taxation, by the bud- 
getary surplus and by the austerity we prac- 
tise. In face of all this, world-wide confi- 
dence in sterling has, by every index, been 
satisfactorily restored, and that, I consider, 
18 a2 not unmerited tribute to the manner in 
which this country is facing its difficulties. 


PRODUCTION COSTS 


‘The future, however, remains grave. The 
sellers’ market to which we have been accus- 
tomed this last few years is beginning to dis- 
appear. Our own costs of production re- 
quite serious attention and in that competi- 
lve state of affairs towards which we are in- 
evitably moving a greater volume of pro- 

Vity is one of the certain specifics for the 
Problems which wil! then arise. .And, of 
course, to this end there have been endless 
¢xhortations, deployment schemes have been 
evolved which in a number of cases have 
Proved very successful. These things are 
excellent in their way, but one would like to 
see a wider and more general appreciation of 
fe fact that our costs of product.on in many 
directions must come down or, alternatively, 
any increase in costs must be covered by 
More than a proportionate increase in pro- 

ton. Cannot some incentive be provided 
by a lightening of the burden of taxation? 
Atter all, taxation which ensures that there 
is little reward for effort or achievement, 


i 


coupled with conditions which exact little 


penalty for laziness, is hardly likely to pro-. | - 


duce a society keyed up for a prolonged 
industrial effort. 


Furthermore, the stringency brought about 
by this heavy taxation is not, I am sure, 
without its effect upon the voluntary savings 
campaign, the results of which, as you know 
from the weekly figures which are widely 
published, have been very disappointing. 


TAXATION AND INDUSTRY 


My last remarks refer to the taxation of in- 
dividuals, but reference to the severity of 
our fiscal policy brings me to a matter of 
very serious concern to all engaged in indus- 
try—I refer to the present onerous taxation 
with particular reference to its effect on de- 
preciation allowances and the replacement of 
stocks. I have already dealt with the need 
for increased production; new machinery 
with increased mechanisation is clearly one 
of the means by which it can be achieved, 
but with machinery at present prices, accu- 
mulated depreciation reserves based on the 
historic cost of existing assets are totally in- 
adequate. Sound finance demands that the 
costs of maintaining existing means of pro- 
duction should come out of current revenue 
before tax. I trust the Chancellor will reflect 
with sympathy upon the recent representa- 
tions of the Federation of British Industries 
on this subject. 


Taxation which takes away more than 50 
per cent. of profits is serious enough, but 
real disaster may well lie ahead if, as a result 
of such heavy taxation coupled with rising 
prices, it is only possible to provide adequate 
depreciation allowances by successive inroads 
into capital itself. 


Returning to more domestic affairs, the 
past year has seen a satisfactory extension of 
the bank’s connections and business. An in- 
creasingly large number of our customers are 
making use of the facilities provided by our 
trustee departments in Manchester, London 
and Sheffield. Reports from our branches 
generally indicate that even for those in the 
home trade the time for easy profits is past 
because the buyer is becoming increasingly 
discriminating. 





ASSOCIATED BRITISH 
MALTSTERS, LIMITED 


The twenty-seventh annual genera] meet- 
ing cf Associated British Maltsters Limited, 
was held, on the 24th instant, at Winchester 
House, Old Broad Street, London, E.C. 


Mr H. Nutcombe Hume, C.B.E., M.C. 
(the chairman), who presided, said: Stock- 
holders will appreciate that the views ex- 
pressed in my remarks were those of the 
board of your own company, Associated 
British Maltsters Limited. I understand that 
they are not necessarily shared by other malt- 
ing concerns in the country, or that the Malt- 
sters’ Association of Great Britain, which is 
the Trade Association of the Malting Indus- 
try, has yet decided what policy it proposes 
to adopt. 

The suggestion has been made in some 
quarters that our proposals regarding Barley 
Storage would create a monopoly for the 
malting industry in the barley market. Under 
existing controls the malting industry absorbs 
only about four million quarters per annum 
for all purposes whereas the total barley 
crop amounts to about 10 million quarters, 
It is, therefore, obvious that no question 
of monopoly can possibly arise. 

The report was adopted and at separate 
class. meetings and a subsequent extra- 
ordinary general mezting a resojution was 
passed increasing the capital of the company 
to £1,750,000 by the creation of 1,006,000 
ordinary shares of 5s. each. 


221 
HAWKER SIDDELEY GROUP, 


LIMITED 
EXPANSION OF ACTIVITIES 


The thirteenth annual general meeting of 
the Hawker Siddeley Group, Limited, was 
held in London on the 26th instant. 

Mr T. O. M. Sopwith, C.B.E., F.R.Ae.S. 
(chairman of the company), in the course of 
his speech, said: We have decided w ask 
the preference shareholders to sanction the 
creation of £3,000,000 First Debenture Stock 
which it is proposed to issue in the immediate 
future, subject to the consent of the Capital 
Issues Committee. Existing shareholders of 
all classes will be given preferential treat- 
ment. 

In the consolidated profit and loss account 
you will observe a considerable improvement 
as compared with the previous year. The 
improved results are attributable to increased 
turnover on civilian and export products and 
approximately one-half only of the group 
turnover is directly related to aircraft. 
Despite the increased trading profits, divi- 
dends have been maintained, as before, at 
325 per cent., less tax, leaving profits of 
£52,053 and £722,550 to be carried forward 
in the accounts of the parent company and 
the subsidiaries, respectively. 

The accounts demonstrate clearly the need 
for further capital and the board are confident 
that their proposals in that connection will 
meet with approval. 

Referring to group developments in 
Canada, we have increased the bankers’ 
pence in favour of A. V. Roe Canada 

imited, to 3,500,000. dollars and have 
financed the purchase of the Crown Plant 
occupied by that company. Our joint 
Canadian venture with Leyland Motors, 
Limited, is now in active operation and the 
group has given a bankers’ guarantee of 
900,000 dollars. 


MILITARY AND COMMERCIAL AIRCRAFT 


Our companies continue to maintain their 
position in this field. We have two outstand- 
ing fighters—the Gloster jet “ Meteor 4” and 
the Hawker “Sea Fury” naval strike air- 
craft—which are in production to meet de- 
mands at home and abroad. Both the Hawker 
and Gloster companies have under develop- 
ment new and advanced fighters and a pro- 
duction order has already been received for 
jet-propelled aircraft for the Royal Navy. 

The Hawker and Gloster companies have 
fighter trainers in service and Avro has an 
advanced trainer undergoing tests. Avro 
has orders for a maritime reconnaissance 
aircraft which is well advanced in construc- 
tion, and a new bomber is in the design and 
experimental stage. 

Aeroplanes manufactured by Avro have 
played a major part in the. Berlin. air-lift. 
‘Towards the end of the period under review 
the Armstrong Siddeley “ Mamba” turho- 
propeller engine completed its official 500- 
hour endurance test. and was cleared by the 
Air Registration Board for service. Produc- 
tion orders have been received for the Arm- 
strong Siddeley “Python,” a similar but 
larger turbine. Progress continues to be made 
with the programme at A. V. Roe Canada 
Limited. 

The research department at High Duty 
Alloys has been brought up to date with 
modern and advanced equipment to handle 
the high duty type of alloys required by 
today’s turbine engines and aircraft. The 
output of permanent houses from A. W. 
Hawksley’s factory has been maintained at 
the rate of one complete house for each, 15 
minutes of the working day during the whole 
period under review. Since the war Hawks- 
ley’s have housed approximately 17,000 fami- 
lies. In the last few months there has been 
increased pressure from Government depart- 
ments to export a larger quantity of our 
motor-cars. 

The report was adopted and a meeting of 
preference shareholders sanctioned the 
creation of mortgages and other charges not 
exceeding £3,000,000, 
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Investment Statistics 


Company Results 


Benefit Footwear.—The directors of 
Benefit Footwear have decided to increase the 
dividend from 25 per cent to 325 per cent 
tor 1948. This follows an increase in trading 
profit before taxation from £203,393 to 
£265,190, and has been prompted by the 
opinion of the directors that there has been a 
“ material change” affecting the undertaking 
given last year to abide by dividend limita- 
tion. This change consists of the establish- 
ment by the Government of “the principle 
of fixing ‘take-over’ prices of nationalised 
industries on the basis of Stock Exchange 
values, irrespective of the fact that such values 
may have been artificially depressed by divi- 
dend limitation.” 

British Tyre and Rubber.—Net profit of 
British Tyre and Rubber for the year to 
September 30, 1948, amounted to £508,588, 
compared with an adjusted figure of £334,536 
for 1946-47. Dividend 20 per cent (same). 


Hammonds United Breweries.—Consoli- 
dated profit of Hammonds United Breweries 
for the year to September 30, 1948, after 
debenture interest, depreciation and all other 
expenditure (excluding deferred repairs 
charged to reserve), but before all taxation, 
amounted to £604,968 (including profit of 18 
months of Littleboro’ Brewery and 5 months’ 
profit of Robinson and Anderson, two new 
subsidiaries acquired during the year), com- 
pared with £570,667 for the previous year. 
Taxation absorbs £276,668, against £292,323 
and £39,769 (£56,645) has been credited 
from EPT revision. The dividend for the 
year is unchanged at 20 per cent. 


Tecalemit.—Net profit of Tecalemit, 
lubrication engineers, for the year to July 31, 
1947, was £139,254 (£114,125). Dividend 
20 per cent (same). 

Uitramar.—Production of Ultramar’s im- 
portant sub-subsidiary, S.A.P. Las Mercedes, 
for the three months ending December 31, 
1948, amounted to 1,163,089 barrels of oil, 
averaging 12,642 barrels a day, compared 
with 952,988 barrels for the previous quarter. 


Purnell and Sons.—A statement by 
Purnell and Sons, colour printers, points out 
that recent staff reductions have been mostly 
confined to temporary staff and part-time 
employees. 


Capital Issues 


PUBLIC ISSUE 


Hector Whaling.—Lists will open and 
close on February 3rd for the issue of 846,006 
cumulative participating 7$ per cent prefererd 
£1 shares at 26s. per share, Capital of the 
company is £1,057,507, in £846,006 cumula- 
tive participating 7} per cent preferred {1 
shares (subject of the proposed issue) and 
£211,501 in 846,006 5s. ordinary shares. The 
participating shares will be entitled, while the 
number of participating and ordinary shares 
issued remains equal, to a further dividend 
of 1 per cent for each 10 per cent in excess 
of 40 per cent paid on the ordinary shares. 
Profit of Hector Whaling and United 
Whalers after deareciation and directors’ re- 
muneration, but before all taxation for years 
to July 31, 1939, Dr. £16,066; 1947, 
£613,506; 1948, £640,809. Assets, of 
Hector Whaling and United Whalers, as at 
July 31, 1948: Fixed assets, £2,064,140; total 
current assets, £976,286 ; net current assets, 
Dr. £309,110. Qutside shareholders’ interests 
£517,585. At the issue price of 26s. the 
preferred shares will yield £5 15s. 4d. per 
cent. 


BY STOCK EXCHANGE INTRODUCTION 


Rowe Brothers (builders’ merchants, lead 
sheet and pipe makers) Dealings are ex- 
pected to commence shortly on the Bristol 
Stock Exchange in the cumulative 5 per cent, 
£1 second preference shares and 5s. ordinary 
shares of Rowe Brothers. Capital of the 
company is £702,250 in £190,000 cumulative 
8 per cent. £1 first preference shares, 
£175,000 in cumulative 5 per cent. £1 second 
preference shares and £337,250 in 5s. 
ordinary shares. Profit after depreciation, 
directors’ remuneration and profits tax (or 
NDC, EPT) but before income tax, for 
years to December 3lst: 1938, £46,369; 
1946, £105,830; 1947, £239,720. Assets as at 
December 31, 1947: Fixed assets, £356,038; 
investments in subsidiary companies and trade 
investments, £35,639; total current assets, 
£1,384,381; net current assets, £433,481. On 
the assumption of an ordinary dividend of 
15 per cent. the 5s. ordinary shares at the 
expected opening price of 12s.—12s. 6d. give 
a yield of 6 per cent. The second preference 


shares at 22s. 6d.—23s. would yield 43 De 
cent, 


OTHER ISSUES 


Refinery (Holdings).—-Subject to COnseR, 
of the Capital Issues Committee, it js pj 
posed to issue £650,000 43 per cent 
mortgage debenture stock, 25,000 cumulatiy 
redeemable 5} per cent £1 preference shang 
and 300,000 5s. ordinary shares. A quotation 
is to be sought for the debenture stock ; the 
preference shares are to be placed privately. 
The ordinary shares are to be offered pro mp 
to existing ordinary shareholders. 
(Holdings) was formed recently to acquj 
the issued share capital of Manchester Qj 
Refinery. 

British Cuiana Stock.—New 3 per com 
Conversion Loan 1975-80, is to be issued 
to replace {2,090,000 British Guiana 5 pe 
cent stock, 1949-69. The old stock will 
redeemed on August Ist and the new stock 
is to be issued at par. Cash subscription 
by the public are not invited. 

CAPITAL REPAYMENT 

Horden Collieries. A proposal to reduc 
the issued capital of Horden Collieries by one 
quarter has been confirmed in the Chancery 
Division. The company’s issued  capity 
consists of £1,500,000 in ordinary stock. 


New Issue Prices 


{Issue | Price, 


Name | Price | Jan. 
! (a) 1949 
Australia, 3% 1972-74.............{ 100 | 100j— 
Austin Motors, new (10/- paid).... | 25/0 17 cn 
Beales Assoc. Cos., 4/-.......e0008 14/0* 140—M/ 
Bellow Machine, 2'6...........--. 5/6* 5/Th—S/lOh 
Do. 5}°%, Cum. Red. Pref...... 22/0* 216-224 
Bentall (E. H.), 5°4 Cum. Pref...... 21/0 20/923 
Calor Gas (Holdings), 5/-.......... 20,6" 20°9—213 
Crofts Engineers (Holdings), 5/-....  20/0%/23/44—83 
Mo... 6%: Cam, Prog. 5c. ssi ey 22/0 25/44— 
Elkington, “A” Ord. ..........05- 24/0* 22/6—235 
Do. 6% Cum. Pref. ........... | 24/0" 23/338 
Do. 44°, Unsec, Notes, '54°54-68 1005" 101—22 
Lipton Oe, Prats s bso sys sipe 20/6 | 20/6-20/9 
one Be ee. OE ee | 15/3*.15/7}-160 
Newman, Hender, 10/-............ 18/ik* 16/9—195 
Do. 5$% Cum. Pref. ......<. 08 24/14" 24/0-24/5 
EE ee oben aide necesita d | 15, 9*)18/10)-19/) 
CM ea SION, Saks weet bk | 92 /Oa'23/ 44-2 
Sime Adeiete* . 65533. cS: | 32/9*) 34/0-—-34 
Do. 44% Cuma. Pref. 5 ooccsin caw 21/74" 21/9245 
(a) To public. * Placing, + Introduction. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: British Tyre and Rubber; L. and J. Weber and Phillips; John White; Benefit Foot- 
wear; William Timpson. 








Prices, 


eer tee Name of Security 







Last Two 
Dividends 
















| 
|| Price, | Price, | _Yield, 

Name of Security | Jan. 19, Jan. 26,; Jan. 
1949 |" 1949 | 198 
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has i | i & it 
100% | 100$ ||War Bonds 24% August 1, 1949-51! 100% | 1008 | ... | 1 5 Other Securities i a 
100% = 100 Exchequer s 14% Feb. 15, 1950! 100} | 100% }9 9 3)1 4 2 | 104% | 103% | | 3 Australia 34% 1965-69...../| 104 | 104 $a % 
1024 | 102 War Bonds 24% March 1, ase 634 102% | 102 | 0 6 9/1 8 Oe} 101g | 101 { {a} lnpulagcentane teeak 1: ed 2S 
103, | 102% | War Bonds 24% March 1, 1952.54.| 1034 102 xa 010 9}112 3e 50 e| ¢ |Angio-American wt 5a 4130 
103% | 103§ War Loan 34% (after Dec. 1, 1952)| 103 | 103% }1 12/213 5] of! 8 25 6) § @ \Anglo-Iranian O0, {1....../) 8. 94/5 69 
103— | 102 War Bonds 24% Aug. 15, 1954-56.|/ 1024x0 102 xd| 017 4/119 4¢] 80/3) 7% 10 b| 5 @ Assoc. Electrical, Ord. f1...| 79/- | g0/- | 3258 
103k | 102k, Funding 23% June 15, 1952-57... | 103% | 105k | 1 2 7) 2 7 31) 82/3 | 77/204) 15 c| 15 ¢ Assoc. Port.Cem.,Ord.Stkfi| 19/6 | e1/6 | 3151 
105 1044 | National Det. 5% July 15, 1954-58) 105% | 105 | 1 2 0/2 8 51] 33/104) 32/3|| 40 ¢| 40 ¢//AustinMotor,'A’Ord.Stk.5/-| 33/9 | 339 |5186 
1064 | 105% War Loan 5% Oct. 15, 1955-59....'| 106% | 106% | 1 1121/2 821i] g0/3| 77/-|| 7 6| 7 a Barclays Bank, Ord. B’ f1.!| 80/- | 78/-xd\ 3 
1048 | 103% | Savings Bonds 3% Aug. 15, 1955-65), 103§xd ae 18 5 2 14 10/ | 180/~ | 173/9 || 125 ¢| 12a Bass Ratcliff. Ord 41 | a79/- 180. | 215 % 
102% | 101g ||Funding 24% April 15, 1956-61....)| 1024 | 102 | 1 4 3/2 7 11] 54 | 5% 12 b| 8 @ British Oxygen, Ord. fi... 5h | 3 8 8 
104) ‘Funding 3% April 15, 1959-69. .... 104 [1 8 71215 SI] 3879) sf | 2he| 5 > \Courtaulds, Ord. {1 .”...., set 30/3 | 38 
U4) | 114 Funding 4% May 1, 1960-90... | | 114 p01 1) 212 te ~| 29/- || 21h¢| Tha |\Distillers Ord. 4/-..."" 29/3 | 29/3 | 315 
1034 102 [Savings Bonds 3% Sept. 1, 1960-70) | 102§xd' 110 5} 216 91) 33/04! 33/- || “8 ¢! 8 c'Dorman Long. Ord. fl. | 336 | 336 jas: 
99% | 988 |/Savings Bonds 24% May 1, 1964-67 38% | 2 9 2) 212 37) 76/10) 75/- || 15 €| 15 ¢ Dunlop Rubber, Ord. fi... | 6/3 | 16/6 | 38 
posi | 101} Savings Bonds 3% Aug. 15, 1965-75 101#xd) 102xd | 1 11. 1/217 84 5 19}b| 13$4 Imperial Tobace 5h | 5 2 
109f | 1094 Consol 4% (after Feb. 1, 1957)....\| 109pxd'109%,xd/ 019 5/213 7f] 47/3! 487-1 10 ¢| 10 c Lancs. Cotton Ord baie 45/0 455 4 14 
107 106% ‘Conversion 54% (after Apr. 1, 1961))) 106% | 107 | 1 7 1/218 6f) 51/6 | 49/10 10 ¢| 10 ¢ |Lever & Unilever, Ord. f1-.| s0/- | 50/- 40 
804, | 19% Treas. Stk. 24% (after Apr. 1, 1975) 80° | 79H | 114 7/3 3 24] 61/6 | 53/6 | 12)¢| 10 @ London Brick, Ord. Stk, fi 60/6 | 60/3 |3 68 

| 98ye Treas. Stk, 3% {after Apr. 5, 1966) . 113 4)3 O11f] 53/6) 52/6 site 744 P’chin J’nson, Ord. Stk. 10/-|| 53/- 52/6 4153 
102% | 1 Redemp. Stk. 39 Oct. 1, 1986-96. . ;} 212 2/219 21) 52/3} 51 4) 12 ¢; 12 a'P. & O., Def, Stk f 51/6 51/6 (415 2 
28 | 7 Consols 24% - . 33 Sees peu Sees s - i | 114 4/3 2 6f] 32 31g #744 ¢ 774, c |Prudential, ‘A’ f1.... 2. 32 2 260 
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103 | 1024 Brit. Trans. 3% Gtd. April 1, 1968-73), 102 £110 9/217 117] 25 ait lad) a |Turner & Newall, Ord. Stk-cil| 847 st | 3? 

7 on optionally or an. mable within we yes 83/6 | | 2. W.), Ord. 5/-, '6xd) % 

are worked out on the assumptiou that they will be repaid at the earliest date. Redemption» ‘ ne ” c? pee Padang Soe: ae 4 






yields on other dated stocks assume that stocks paying over 3 cent will be redeemed 
at the earliest date (these are marked ‘e’}, and Ghose yaying 3 pes ceot or loss will be repaid 
at the latest date (marked ‘f). () Net yields are calculated after allowing for tax at 
%. im the g (f) Plat yield, * Assumed average life 15 years 6 months, + 


(a) Interim, (0) Final. (c) Whole year, (d) Int. paid Saltoeeie (e) fo earliest, 
redemption date. (J) To latest redemption date. (m) 15 nionths. Yield basis 2% 
T Free of tax, 
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Statistical Summary 


d 43 Per 
a GOVERNMENT RETURNS 
ok ee IN DEBT ( thousand) 
Net RepayMENTS BANK OF 
ENGLAND 


For the week ended uary 
total ordinary revenue = S86 1949, Treasury Bills 
155,054,000, Nat. Savings Certs mes 3°, Def, Bonds 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION: - 


(lncorporated in th Colony of Hong) ong) 








STAL ISSUED AND, FULLY PAID. UP- -  - - -  $20,900.808 
VE FU E Aree. wl le lel 000, 
ne scAVE LIABILITY OF MEMBERS - = $20,000,000 


fice: HONGKONG 
Ghief Manager > Tue Hoxovrasie A. Mogss, CB.E. 






















BRANCHES LAYA (ea) NORTE 
BURMA CHINA@dOen INDO-CHINA MALAYA (Con. : 
Rangoon Shanghai Haiphong Johore Bahru BORNEO (Con) 
CRY LON Bwatow Saigon Kuala Sandakan 
Colombe Tieotsin JAPAN Lnmpar Tawan 
CHINA ‘Tsingtao Kobe Malawe PHILIPPINES 
Amey RUROPE Kure Moar Loilo 
Canton Hamburg Tokyo Penang Manila 
*Chetoo Lyons *Yokohama Singspare BLAM 
Comnking HONGKONG JAVA Senge! Patan Bangkok 
*Dairen Hongkong Teluk Anson . D 
r Batavia UNITEL 
Foochow Kowloon NORTH ) 
Sourabaya KINGDOM 
—— ee BORNBO London 
*Harhin (Kowloon) MALAYA 
Mouk ten INDIA Cameron Brunel Town USA, 
Nanking Bombay Highlands Jesselion New York 
Feiping Calcutta Ipoh Kuala Belait San Francisco 


© Branches not yet re-opened. 
London Office : 9, GRACECHURCH STREET, E.C.3 
BANKING BUSINESS OF EVERY KIND TRANSACTED ‘ 
A comprehensive service as Trustees and Executors is also undertaken by the Bank's Trustee 


HONGKONG LONDON SINGAPORE 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £17,500,000 
ASSETS EXCEED £102,000,000 
CLAIMS PAID EXCEED £189,000,000 


(1947 Accounts) 


UNIVERSITY OF LONDON AND INSTITUTE OF BANKERS 


Course of nine evening lectures on Western Union, Mondays, February 
14th--April 11th, 6-7.30, Friend's House, Euston Road. Speakers: 
W. Horsfall Carter, Prof. R. G. Hawtrey, Lt.-General H. G. Martin, 
Prof. Arthur Newell, Prof. P. N. S. Mansergh, Jean Lequiller, Prof. 
Emile Cammaerts, G. M. Gathorne-Hardy, Robert Boothby. Fees, com- 
picte course 12s, 6d. Applications and enquiries to Secretary, Courses 
in International Affairs, Senate House, W.C.1, 


rai UNIVERSITY OF BIRMINGHAM 
FACULTY OF LAW 


> 
The Council invites applications for the post of Reader in Law 
at a salary of £850-£1,050 per annum, or Lecturer in Law at a salary 
of £559-£850, the status and initial salary to depend on the qualifica- 
tions and experience of the successful candidate. Duties will commence 
as soon as possible, and in any case not later than October 1, 1949. 
Applications, accompanied by the names of three referees, should be 
received not later than Monday, February 28th, by the undersigned, 
from whom further particulars may be obtained, 
The University, Cc, G. BURTON, 
Edmund Street, Birmingham, 8. Secretary. 
January, 1949. 


SUDAN GOVERNMENT 
The Irrigation Department requires a QUALIFIED ACCOUNTANT, 
aged 30 to 45, for service in the Sudan, to supervise the accounts of 
the Department of Irrigation over a period in whic: a considerable 
ampunt of development work is to be undertaken, Candidates shouid 
be qualified Accountants with costing experience. Experience in Civil 
ingineering accounting (with particular reference to construction) 
would be an added qualification. Appointment on Short Term Contract 
with a salary range of £E900 to £E£1,200 (£El=£1 0s. 6d.) plus Cost 
of Living Allowance from f£E180 to £E£39) per annum according to 
number of dependents, is at present payable. Contract provides for 
ak initial period 24 months during which notice cannot be given by 
either party, and may be renewable by mutual consent for further 
periods. Starting rate would be determined according to age, qualifica- 
tions and experience of selected candidate, credit being allowed for 
war service. There is at present NO INCOME TAX in the Sudan, 
Free passage on appointment. Strict medical examination. Application 
form and General Information for Candidates, are obtainable from 
we aon Agent in London, Wellington House, Buckingham Gate, 


J UNIOR research. aasistaie envelopes “ Accountant, $.LD.” 
e Senter 





Se oo 
with good degree and some experience 5 . 
14-2 years with further prospects. St OF | ane 20s 


fications. Annual increment £25, Appins. to Director, P. E 


omic studies, 


Queen Anne’s Gate, S.W.1. - EL P., 16, 








NTELLIGENT young woman of good 
médias a Hn i speaking French, § 
‘eference. Apply in writing to Pers 
IAd., 202, Piccadilly, W.1. . — 





appearance and education 


mager, Simpson (Piccadilly) 


\NGINEER (33) ‘University trained, ex, 

; . : s pert knowledge the 3 

4 Fast politics and economics, experienced in Susineie fone 
with government departments, well connected, fluent languages, seeks 
change offering scope for initiative and ability. Box 43. + 








DVERTISER (professional), wife, daughters al 
house from March. Furn, avail.’ Home Coumties-bae 2, eee 


ruition tor Ba Cs ECON, 


Tuition for 


The London University B.Sc. Reon. Degree is 4 vainabie quah 
and weltare work in commerce and industry, an 
hdueation authorities, etc. The degree is 


fication jor statistica: researet 
1 tor teaching or administratwe posts unde 
open to all, without University residence. Yor 
May prepare tor the three examinations at home under ‘the experienced juldiaice ot "ae a 
Hal! (est. 1894) - moderate tees payable by ‘nstalments, it desired an 


Prospectus from Dept. P17, WOLSEY HALL, OXFORD 


Printed in Great Biitain b . 
a titain by St. CLEMENTS 





Portu 


* Lrp., I “9 i 
» St- James's; tondon, ‘S.W:t. Sd Snpvermmnned . 





Starting salary £350-£450 avutment 
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HONGKONG AND SHANGHAI BANKING CORPO 


Notice is hereby given that the Share Transfer Books of this 
tion will be closed from February 18 to March 5, 1949, beter Pate 
inclusive, for the purpose of preparing for payment of dividend for 


 FIOUBLON-NORMAN FUND ©" > Jaa 


vO 

The Trustees of the Houblon-Norman Fund invite appli 2 
Fellowships or Grants in aid of resexrch into the working of i 
and business institutions in Great Britain and elsewhere and thy 
economic conditions affecting them, 3 

Apart from exceptional cases, awards will be confined to Britishiiy 
subjects normally resident in the Umted Kingdom, and will take 
from October 1, 1949. Fellowships will be awarded for ‘Year, 
renewable for a second year, and the amount of all awards wills 
upon the circumstances of the candidate and the likely expenses ett 

Applications should be made not later than March 3lst, and form y 
aiplleation may be obtained from the eee of the Fund (H, CR 
Mynors), c/o the Bank of England, ae aden 

January, 1949. . Cc. B..M®Y. » Secretary 


SOCIETY OF INCORPORATED ACCOUNTANTS AND 
AUDITORS 
APPOINTMENT OF ADMINISTRATION OFFICER, 


Applicatioas are invited for the position of Administration 
The duties include the supervision of the Society's accounting agp 
finances and the administration of work in connection with «pplication 

Of age ani 



























































for membership. Applicants, who should be under 45 years 
preferably qualified accountants, should have practical experience ¢ 
office management and of up-to-date office methods. The initial salay 
seale is £800-£1,000 per annum, with contributory pension. The 
offers good prospects. Applications should be sent before February 
to the Society, at Incorporated Accountants’ Hall, Victoria Embankmem, 
London, W.C.2. 


~ SOCIETY OF INCORPORATED ACCOUNTANTS AND 
AUDITORS 
APPOINTMENT OF ASSISTANT SECRETARY, 


Applications are invited for the position of an Assistant Secretary, 
who will work in close association with the Research Committee, fr 
the purpose of undertaking research into the principles and practice ¢ 
accounting, auditing and finance. The post is intended to be permaney 
and in the hands of a man of proved capacity and vision the work showi 
afford scope for considerable development. Salary scale, £1,000-£1,200 per 
annum, with contributory pension. Applications, stating age, éxpefiein, 
professional and other qualifications and degrees, should be sent befor 
February 28th to the Society, at Incorporated Accountants’ Hall, Victors 
Embankment, London, W.C.2. ; 





OVERSEAS FOOD CORPORATION 

A vacancy exists in East Africa for a post in the Information Divisin 
of the Overseas Food Corporation, concerned with collecting statista 
and preparing intelligence reports in connection with the Gr 
Scheme. Minimum initial salary between i600 and £800 per annum 
or higher, according to qualifications. Applicant should rat 
be a young man, with knowledge of statistics and First-Class, Of ie 
First-Class, Honours Degree in Economics, or with appropriate 
experience. He must be capable of presenting complicated facts m 
figures in coherent order and concise language. Conditions of serv 
provide free passages to and from East Africa on appointment.and ie 
home leave. Home leave at ‘ate of six months every three years, pr 
local leave. Free housing and medical services provided. Married.mm 
will be joined by wife and family as soon as married quarters ay, 
but this may take up to 18 months; in the interim period a 
allowance of £100 a year will be paid, Applications should be made} 
letter to Personnel Department (Information), Overseas Food Corpor 
tion, 1, Connaught Place, London, W.2. 


























‘UBJECT for action—How can we establish World Security? Hea 
J the plan of the Crusade for World Government at a Kingsway Hal 
Mass Meeting, Kingsway, W.C.1, on Tuesday, February Ist, To. 
sharp. Spkrs: Lord Beveridge, K.C.B., D.Sc., Rev. Dr. Donald 0. , 
M.A. (Cantab), George Rogers, M.P., Claude Bourdet, editor of @ 
Chair: Ald. William Newman, J.P., C.C. Special reeording by Gary 
Davis. Tickets 2s. 6d. and Is. by _ post, Lention District 
C.F.W.G., 44, Bloomsbury Street, W.C.1, or at Kingsway Hal! Box Off 
(Some free seats.) 





ge DEVELOPMENT, Economist and statistician, 28, MA 
) (Cambridge) who has successful record of designing and directing 
wide variety of surveys and advising on economic trends in Governmem 
service and business, has studied and adapted to commercial use 
logical attitude tests. He will shortly complete a series af assi 

for a leading market research firm and seeks to take charge mani 
facturer’s sales development research. Box 46, 

A DERRISTER. and Chartered Secretary (38 ir 

AL DrVRISTE! ; y (38), director of public at 
industrial administration, seeke Ay, in company jaw and finanee, at 
ment. Wide experience includes a SOE, ein oe without, See 
Accountant, Secretary. Managin ppointments as Industrial Consultant, 
(wholly earned by—himself) remuneration’ = ee — 
€-g. would reorganise neglected basin ton is not of first impo 
for recompense; in any case, worth-whilen nie eet ent better tame 
sideration. Negotiations in’ mut stan Senet ites 
initially, if desired. Box 45 Wal confidence, through solicitor 
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